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THE EXPENSE RATE IN LIFE INSURANCE* 


JOHN A. McCALL. 


No review of this period would 
be complete which failed to take 
note of the increased expense ratio 
at which the business has been 
transacted. In 1871 the ratio of 
expenses and taxes to premiums for 
insurance was 21.61 per cent—the 
highest point it had yet reached. 
It then steadily declined to 17.38 
per cent in 1875—the lowest point 
since reached. From 1875 it in- 
creased to 30.47 per cent in 1894—the 
highest point yet reached; and 
from that it declined to 29.28 per 
cent in 1897. The Wisconsin in- 
surance report of the present year 
shows that the expenses and taxes 
of all companies doing business in 
the State were 98 per cent of the 
loading earned on premiums re- 
ceived. If we add to the loading 
the gain on lapsed and surrendered 
policies, considering it as a ‘‘sur- 
render charge’’ to be used in re- 
placing retiring risks, expenses 
will then be 83 per cent of the 


* From an address delivered before the Insur- 
ance Commissioners’ Convention at Milwaukee, 
September 13-16, 1898. Mr. McCall’s remarks are 
most timely and interesting in view of the cur- 
rent discussion of the question of expenses and 
commissions. In response to an inquiry, Mr. 
McCall informs INSURANCE Economics that his 
views have in no wise changed, and that he has 
no additions or amendments to make thereto. 


total amount available for 


penses. 


ex- 


I have on other occasions ex- 
pressed the opinion that expenses 
are too high, and there is no phase 
of the business to which I have 
given more careful attention than 
this. I may say, however, after an 
experience of six years as chief ex- 
ecutive officer of a large company, 
that it is much easier to criticise the 
rate of expense than it is say where 
a reduction should be made. While 
we have made some progress in this 
direction, Iam compelled to admit 
that progress must be slow, and 
that the ratios of a quarter of a cen- 
tury ago are not likely to prevail 
again for many years —ifever. An 
examination of the expense ratio 
since 1871 shows that the years 
when it was lowest were the years 
when comparatively little new 
business was done, and when life 
insurance, as a whole, was retro- 
grading. The question must be 
looked at from various standpoints 
in order to determine whether or 
not a given ratio is too high. The 
business is free to all comers, and 
there are over fifty level premium 
companies doing business in the 
United States. They are all 
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anxious to reduce the rate of ex- 
pense, and each one has an oppor- 
tunity to strengthen its appeal for 
business by so doing. Under such 
circumstances it would seem that 
the expense rate would tend to reg- 
ulate itself under the stress of compe- 
tition, here aselsewhere. There are 
very few things so well done that no 
improvements can be suggested ; 
but, in practice, the improvements 
are not always possible. 

Again, we may look at the ques- 
tion with reference to the compen- 
sation received by those who do the 
work. It must be remembered that 
it is a business requiring as great 
talent and skill as any of the great 
commercial interests of the country 
— banking, transportation, mer- 
chandising — and that it is concen- 
trated in comparatively few hands. 
I venture to say that the number of 
persons who are receiving large 
incomes in the life insurance busi- 
ness is smaller in comparison with 
the business itself and in comparison 
with the responsibility incurred,than 
in either of the other callings men- 
tioned. The salaries of all officers 
and home office employees — who 
are usually supposed to enjoy 
princely incomes — comprise less 
than nine per cent of the total ex- 
penses of the life companies ; while 
taxes, licenses and fees imposed by 
law in the various states are equal 
to nearly five per cent of the total. 
Shall we say that the agents are 
overpaid? The great majority of 
life agents — like the great majority 
of men in every calling — have hard 
work to make a living. Of the 
4,000 or more agents in the employ 
of the New York Life Insurance 
Company in the United States in 
1897, a large proportion of whom 


devoted all their time to the work, 
only 841 wrote over $50,000 in- 
surance during the year; none of 
the remaining 3,000 odd could have 
got from his commissions an income 
of $1,000, and many got much less. 
In contrast with this, Mr. Edward 
Atkinson estimates the average 
wages of specially skilled men in 
the mechanical trades at over $1,200 
per year, and those of average 
mechanics at over $700 per year. 

It will probably be said that the 
companies are too eager for new 
business, and that they spend too 
much money in order to make a 
favorable showing in this respect. 
Suppose we apply the same criticism 
to other great enterprises. Open 
your morning paper and read the 
expensive advertisements. These 
people are doing business for profit 
—why not save all this money? 
Besides this expensive publicity, 
wholesale merchants and manufac- 
turers employ methods similar to 
those of the life companies, by main- 
taining agencies in many cities and 
employing an army of traveling 
salesmen. They will all tell you 
that these expenses are necessary in 
order to sell goods. The opposite 
method has been tried in life insur- 
ance. The Equitable, of London, 
pays no commissions to agents; it 
has been in existence one hundred 
and thirty-six years; and it has 
about $35,000,000 of insurance in 
force. It issues less than four hun- 
dred policies a year. No doubt it 
takes good care of such as come to 
it; they get their insurance at a low 
rate; but very few people would 
ever enjoy the benefits of life insur- 
ance if all companies pursued such 
apolicy. Isn’t it better for the com- 
munity that life insurance should be 
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placed before every man and urged 
upon every man, even at the cost in- 
curred by American companies, than 
that a few should receive its benefits 
atalowrate? The object of a life 
insurance company should be, first, 
to insure men at some rate; and, 
second, to make the rate as low as 
is consistent with safety and with 
the fulfillment of its reason for ex- 
istence. 


While I believe earnest and per- 
sistent efforts should be made to re- 
duce the expense rate, I do not be- 
lieve in a cheese-paring policy. 
‘* The laborer is worthy of his hire,’’ 
and the man who labors faithfully 
for life insurance should be able to 
live by life insurance. The most 
inviting field for effort seems to 
be the prevention of lapses. The 
second year is the critical period, 
and the ratio of lapses in all com- 
panies doing any considerable vol- 
ume of business is, and always will 
be, high at that point. Various 
theories have been tested by differ- 
ent companies, and contracts have 
been made without renewal com- 
missions to the agent, and again 
with renewal commissions. The re- 
sults as shown by the reports to the 
insurance department indicate that 
the renewal commission has had 
little, if any, effect in reducing the 
lapse ratio, and companies which 
offer a standard form of agency con- 
tract based on a renewal commission 
to the agent, find their business go- 
ing off the books just about as 
rapidly as the business of compan- 
ies operating solely on a brokerage 
basis. 

The insured stands more nearly 
alone when he faces his second pay- 
ment. Even if the agent who wrote 
the application is present, and has 


interests to be subserved, other con- 
siderations predominate. The in- 
evitable reaction from the work of 
the rebater asserts itself at this point. 
In my judgment, the greatest cause 
of abnormal and improper lapse in 
the second year is the deplorable 
and indefensible work of the 
‘Lightning Agent’’ or ‘‘ Execu- 
tive Special’’—the Arch Rebater. 
There are natural and unavoidable 
forces at work which will make the 
lapses of the second year higher, 
perhaps, than in any other year. 
These causes we can never entirely 
eliminate —they are a part of the 
business. We can only hope by 
wise management to reduce the loss 
to the lewest practicable point; but 
the man who was tempted to take 
his insurance in the first instance 
because the agent submitted a 
proposition which appealed to the 
gambling instinct of humanity, 
a proposition which substantially 
offered to give him something for 
nothing, not only has no intention 
of paying the second premium, but 
he has been initiated into a vice 
which spreads like a contagious dis- 
ease; it not only ruins him, but it 
contaminates and ruins his neigh- 
bor, and ultimately ruins the agent. 

The second year brings a man 
seriously face to face with the obli- 
gations of his contract. If he was 
well and honestly insured in the 
beginning, if he paid one hundred 
cents on the dollar, he is mentally 
quite ready to goon. The demand 
for the second premium brings no 
element with which he is not already 
familiar, and raises no question 
which he does’ not already under- 
stand. He feels that he has had 
nothing in the first year for which 
he has not paid, and consequently 





4 Monthly Journal of Insurance Economics. 


he is not mentally upset when he 
meets the conditions of the second 
year which exact the same cost for 
the same protection. On the other 
hand, when the man who received 
a rebate the first year is brought 
face to face with the serious part of 
his contract, which dates from the 
second premium, he is mentally in 
the condition of agambler. He got 
something for nothing the first year ; 
or perhaps, more correctly speaking, 
he got a great deal for a payment 
that was inadequate and improper, 
and it is human nature for him to 
want the same thing the second 
year. Itis natural for him to shrink 
from paying the lawful price which 
the second year exacts, and he 
dodges the obligation which there- 
after he cannot shirk, refusing to 
put more money into a contract 
which from that time forth puts him 
on a level with other men. 

We cannot entirely overcome what 
I have called the natural conditions 
surrounding the payment of the 
second premium. Men’s surround- 
ings change. Even when there is 
no rebate offered, men may be over- 
persuaded by the influence of a 
stronger mind. ‘There are men who 
have a proper sense of obligation 
toward their families only spasmod- 
ically. All these things affect our 
business just at this point, and al- 
ways will. We can, however, to a 
very large degree, control the evil 
work of the rebater. Legislation on 
this subject has done something, 
but we have learned from bitter ex- 
perience that it cannot reach the 
real seat of the trouble. The one 
power that can effectually check the 
rebate evil is the executive head of 
each company doing business. If 
the agents of all companies under- 


stood that rebating was really pro- 
hibited, not only by law, but by the 
explicit direction of the home office 
of the companies they represent, and 
that back of that explicit direction 
was a fixed purpose to execute it, 
the evil would be largely decreased. 
A merely passive desire on the part 
of executive officers will accomplish 
very little. The determination to 
abate what is more than a nuisance 
must assume an aggressive form. 
The agent must understand that his 
superior officers will not only notice 
a case of rebate if it is thrust in their 
faces, but he must also understand 
that they are looking for evidence, 
not only against the agent of some 
other company, but against him, 
and that if evidence is found, punish- 
ment will be swift and certain. 
Even this will not wholly extermin- 
ate the evil practice. Men will oc- 
casionally steal, notwithstanding 
the statute law and the ten com- 
mandments. 

I hold, therefore, that agency con- 
tracts should be made on the theory 
that ‘‘ The laborer is worthy of his 
hire,’’ and that a good man is en- 
titled to a good living. The ap- 
parently high expense rate of the 
first year that goes with this theory 
is perfectly legitimate and necessary, 
and in my judgment life insurance 
cannot otherwise be prosecuted with 
sufficient vigor to fulfill its true 
mission. But contracts which, to 
an outsider, appear to have been 
cunningly devised for the purpose 
of helping the agent to rebate, are 
quite a different proposition. The 
old style renewal contract was not 
devised for this purpose, but in very 
many ways it has practically operat- 
ed tothisend. There are styles of 
agency contracts in force to-day, the 
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product of a later age, which convey 
the impression that they are intended 
to place in the hands of the agent 
exactly the tools which he needs 
to carry on this most nefarious 
trade. 

Rebating and lapsing are twins, 
and if I may perpetrate an Irish 
‘* Bull,” twins born a year apart. 
The lapse follows the rebate, and 
the rebate is a direct offshoot of im- 
proper relations between the agent 
and his home office. This brings 
the matter directly home to those of 
us who hold executive positions, 
and raises the question as to what 
kind of agency contract will secure 
new business in the best way, and 
by that means reduce lapses to a 
normal level the second year. In 
attempting to answer this question, 
I, of course, presuppose that the 
home office is unalterably opposed 
to rebating, and is determined to 
stop it, and that it cannot be tempted 
by any mere volume of business in- 
to winking at facts which indicate its 
existence, nor induce to retain in its 
service either the large writer or the 
small writer if he has been clearly 
guilty of the rebate offense. 

Assuming that such executive in- 
tention exists, the rebate evil and its 
twin, lapse, are not uncontrollable. 
Any working system which will make 
it to the interest of the agent to do 
his business honorably from the be- 
ginning will tend to check the lapse 
rate. The industrial companies 
have found that their best way 
of accomplishing this is to pay a 
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commission on the increase in pre- 
miums in force. This charges up 
all lapses to agents—so far as com- 
missions on new premiums are con- 
cerned—and acts as a wholesome 
check on the writing of poor business 
and on the lapsing of business which 
oughtto persist. Whatever we may 
think of the applicability of indus- 
trial insurance methods to insurance 
under large amounts, we must admit 
that the industrial companies have 
overcome difficulties that seemed in- 
surmountable, and that their experi- 
ence and their ways of solving the 
problems that have faced them may 
at least furnish useful hints to the 
rest of us. 

In the company with which I am 
connected we have devised a plan 
for binding the agent closely and 
directly to the home office, transform- 
ing his calling into a permanent one, 
elevating his standard of character 
andofthetreatment dueto hisclients. 
This plan is briefly, a system of an- 
nuities to agents, beginning after a 
definite period of service, fixed in 
amount by the persistency of the 
business issued as well as its volume 
(in this feature embodying the es- 
sence of the industrial companies’ 
idea as to compensation of agents), 
and continuing under well-defined 
conditions for life. The results in 
our experience are already marked 
and gratifying, and, while sufficient 
time has not yet lapsed to afford a 
complete demonstration, I am sat- 
isfied that we have taken a step in 
the right direction. 





INDUSTRIAL TRUSTS AND FIRE INSURANCE. 
By OTTO E. GREELY. 


The time has come when the 
American people must accept the 
trust as an established fact in the 
evolution of economic conditions. 
It is no longer a question as to 
whether these industrial combina- 
tions may or may not exist, but 
rather how they may be so regu- 
lated as to best serve the public in- 
terest. The nation’s industrial ma- 
chine is a powerful and intricate one, 
and any innovation in its mechan- 
ism, even though bearing the essen- 
tial stamp of an improvement, must 
be guarded with the greatest care 
and nicety to avoid disaster and 
confusion. Each member of the in- 
dustrial organism is therefore inter- 


ested, from its own standpoint, in 
the trust innovation, and each will 
be expected to form its estimate and 
gauge its line of conduct in accord- 
ance with the degree of influence, 
good or bad, which the trust may be 
supposed to exert upon it. 


From the public character of the 
business of fire insurance—the re- 
actionary effect upon the general 
public in case of disaster to the com- 
panies —the interests of fire insur- 
ance when affected by any unusual 
condition demand the wisest consid- 
eration upon the part of underwri- 
ters, upon the part of all men en- 
gaged in the business in whatever 
capacity, and upon the part of the 
general public as well. Fire in- 
surance is that delicate instrument 
which marks the varying tempera- 
ture of the industrial organism, and 
the bulletin of its fluctuations is re- 
corded in the variations in rates. 

The development of industrial 
trusts is forcing upon fire insurance 


interests the consideration of prob- 
lems which may not be ignored, but 
which must be ultimately taken up 
and logically and reasonably met 
and disposed of. 

There would seem to be no un- 
reasonableness in an optimism which 
sees an ultimate adjustment of the 
trust problem through wise legisla- 
tion resulting from the sound com- 
mon sense and strict feeling of jus- 
tice on the part of the American 
people, though this final result may 
be materially retarded through ig- 
norance and prejudice in regard to 
all capitalized organization. Still, 
the widespread agitation of trust 
problems will do much in an edu- 
cational direction, and must of ne- 
cessity sooner or later bring about 
such legislative action, either state 
or national, as will protect the peo- 
ple as a whole from imposition. 
The general permanent prosperity 
of our country demands of us such 
progressive methods as will best 
utilize our national resources and 
give steady employment to labor. 
And, to secure its just proportion of 
the benefits of the world’s commerce, 
the United States must be provided 
with combinations of capital to meet 
like combinations in England, Ger- 
many, and other foreign countries, 
and to be assisted in this effort by a 
wise discrimination on the part of 
the people between legitimate co- 
operation of capital and injurious 
monopoly of industrial opportunity. 

The insurance company is not a 
monopoly, but a people’s trust —a 
combination for purposes of protec- 
tion against possible loss to property 
owners through fire, and rates must 
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ever be sufficient to meet possible 
losses and necessary expenses. 
Whatever of additional expenditure 
the companies are forced into must 
emanate from causes, the removal of 
which lies within the power of the 
people alone. Adverse legislation, 
anti-compact legislation, and all 
forms of legislation which have 
their inception in a wrong estimate 
of the principles of underwriting, 
only serve to retard the natural and 
rightful development of this most 
important department of the nation’s 
industrial system. 

The underwriter of the higher 
class believes in helpful co-opera- 
tion, but not in combination; in le- 
gitimate capitalization, but not in 
over-capitalization ; in individual- 
ism in the conduct of his business, 
and not in the pooling of the results 
of underwriting with others. Nat- 
urally and consistently he must as- 
sume an attitude of opposition to 
such industrial trusts as unnaturally 
attempt to monopolize production of 
commodities, forcing from consum- 
ers profits based upon largely in- 
flated capital. He must do this from 
his own high-minded sense of honor- 
able dealing, and as a duty of citi- 
zenship. As an underwriter, he 
must assume this attitude in proof 
of good faith in his protests that his 
business is not in fact a trust in the 
common acceptation of the term, 
and must not be taken as such. 
The fire insurance company being 
established to furnish indemnity to 
all insurers and to equitably dis- 
tribute, as trustee, the fund con- 
tributed by the many to the unior- 
tunate few who meet with losses, the 
underwriter must measure his obli- 
gations to and demand his rights of 
society as a whole upon a basis en- 


tirely different from that of the man- 
ufacturer or the merchant, whose 
business is conducted wholly for 
personal gain. He must dethand 
the right of the companies to full 
freedom in the matter of combining 
their experience in underwriting for 
purposes of equitable rating, and he 
must advocate a competitive system 
which will prevent excessive rates 
upon the one hand and disastrous 
rate wars upon the other. Legiti- 
mate combination is a healthful 
conservator of force, and benefits 
society whole in checking 
wastefulness in production. 


as a 


The distinction to be drawn is be- 
tween helpful and harmful combina- 
tions, and much may be done upon 
the part of the intelligent under- 
writer toward assisting the public 
mind in making the proper distinc- 
tion. The underwriter will natur- 
ally, as does the representative of 
every other department of business, 
form his estimate of the industrial 
trust according to its effect upon his 
own business; and there is no line 
of business so sensitive to changing 
economic conditions as that of fire 
insurance. The underwriter is most 
anxious for a continuance of normal 
business conditions, and dislikes 
any disturbance which compels him 
to continually readjust rates to meet 
the constantly changing conditions. 
While he realizes that underwriting 
in this country is passing through 
the speculative period, he is bend- 
ing his energies to the accomplish- 
ment of a more systematic classifi- 
cation of risks and rates, and is 
hopeful of a final and permanent 
reduction of the moral hazard toa 
minimum. 

The industrial trust affects, ad- 
versely or otherwise, the moral haz- 
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ard of insured property —that un- 
certain quantity which must ever 
enter into the calculations of the 
underwriter and be estimated ac- 
cording to the degree of hazard. 
That over-capitalizedtrusts—the ab- 
normal profits from which will occa- 
sion the closing of many factories, 
and their own ultimate collapse in 
the unnatural limitation of produc- 
tion and the eventual competition 
with other combinations based upon 
actual investments and proper, con- 
servative management,—will occa- 
sion a serious moral hazard for the 
underwriter, cannot be doubted. On 
the other hand, however, industrial 
trusts not over-capitalized, and 
whose aim is to economize and cen- 
tralize productive agencies, giving 
steady employment at fair wages to 
labor, will reduce the moral hazard 
on such risks to a minimum as com- 
pared with that of the many indivi- 


By GEORGE 


‘What is to be the effect of in- 
dustrial combination upon the inter- 
ests of both companies and agents, 
and what, if anything, should be 
done by Fire Underwriters to meet 
the situation?’’ are the questions 
asked of me. 


The horizon of a man’s opinion 
is necessarily limited by his experi- 
ence. A field man, therefore, can 
answer your query only from the 
vantage ground of daily association 
with agents and the public. One 
important influence of trusts upon 
the fire insurance corporation would 
appear to me to be its possible 
effect upon the financial affairs 
of the company, its securities of all 
kinds. With this most important 
matter the field man is not conver- 
sant. The financial officer of éach 
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dual concerns now struggling in 
profitless competition with each 
other. That a decrease in the de- 
mand for insurance may result from 
legitimate combinations of capital 
should not be considered as against 
the best interests of fire insurance, as 
over-production has ever been con- 
sidered one of the chief causes of 
moral hazard. 


Not only the officer and manager, 
but the field man and the local agent 
as well, is each equally interested 
in the industrial trust problem, and 
each should contribute by his atti- 
tude his full share towards the 
moulding of public sentiment, in the 
matter of trusts, in a form to bring 
about the best results to society 
as a whole from right combina- 
tions of capital, and at the same 
time to preserve the higher in- 
dividualism as we are beginning to 
see it. 


W. HAYES, Jr. 


company is the authority whose 


opinion is of value. When many 
properties producing a given manu- 
factured article of commerce are 
combined and operated together, it 
naturally follows that the more 
modern factories equipped with the 
latest and best machinery do the 
work, older and poorer plants being 
left unoccupied and deserted. If 
operated at all, these risks are fre- 
quently subject to the criticism of a 
superintendent of a mill I once in- 
spected (surveyed) in the West. 
This certain factory was found to be 
running to its full capacity. The 
foundation of the engine was loose 
and it jerked about in an alarming 
manner; the fire hose was rotten 
and worthless; the fire pump was 
out of repair; the property equipped 
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with a ten station Electric watch 
clock, two stations were not record- 
ing on the dial, and even the most 
enterprising of mice would have lost 
his way in the accumulated debris 
about the floors. The gray-haired 
superintendent argued each point 
with me, in the same old way, but 
finally broke out with: ‘‘ You’re 
right, sir; you’re quite right. This 
old mill is in mighty poor condition. 
There’s just one trouble with run- 
ning a mill in the hands of a re- 
ceiver: It’s wear out everything and fix 
nothing!” In the trust property 
schedules are many risks quite as 
much to be avoided by the fire in- 
surance companies as the Western 
mill referred to. Further, the com- 
panies are apt to be lax in their re- 
quirements of adequate rates and 
proper conditionary forms of con- 
tract in writing risks covered in 
schedules. Of course the writing 
of risks under a schedule tends to 
centralize the business in fewer com- 
panies, those who accept of the busi- 
ness writing larger lines than ordi- 
nary and thus absorbing all of the 
risks listed, which, under other cir- 
cumstances, would probably be dis- 
tributed among a much larger num- 
ber of companies. 

The effect of industrial combina- 
tions upon the agent is to reduce the 
premium receipts of his agency ; for, 


By C. H. 


The ‘‘ Trust’’ or ‘‘ Syndicate ’’ 
control of properties which under 
normal (or former) conditions 
would be distinct and separately 
managed, seems to be a develop- 
ment of business methods that, 
whether good or evil, cannot be 
turned back, though it may be held 
in check by judicious legislation. 


while the best and nearly all com- 
panies demand and secure for their 
agents a part of the commissions 
when risks in their territory are 
covered by general schedules written 
from some centre of trade and 
commerce, covering properties from 
‘‘Dan to Beersheba;’—still the agent 
does not have the opportunity to 
write the risk direct and thereby 
earn full commissions. As the out- 
put of factories working in a combi- 
nation is increased in some localities 
and it is decreased in others by 
idle factories, the risks, if written 
through local agents, yield increased 
commissions in the one locality in 
the proportion reduced in the 
other. 


As to ‘‘ What, if anything, should 
be done by Fire Underwriters to 
meet the situation ?’’ this is a ques- 
tion quite as difficult to answer as it 
is easy to propound. Circumstances 
govern the method of handling all 
business affairs. I do not think a 
general proposition could be ad- 
vanced that would answer the ques- 
tion. The story in the latin text- 
book of the wise man who did not 
waste time and energy in vain en- 
deavor to break a bundle of sticks 
bound together, but instead separa- 
ted the bundle and broke the sticks 
one at a time, suggests the way to 
meet the situation. 


WILKINS. 


Many of the new ‘‘trusts’’ must 
fall under their burden of watered 
stock and unhampered competition ; 
but the value of combination and 
consolidation for increased efficiency 
and economy in production and dis- 
tribution is recognized, and when 
effected in a legitimate way makes 
for the general good, even if the few 
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are inconvenienced during the re- 
adjustment period. 

Individualism has done much for 
this country, and has not yet been 
outgrown; but even individual in- 
terests find advantage in combining, 
as witness department stores ‘‘ syn- 
dicating ’’ their purchases. 

Ourinsurance organizations, while 
not ‘‘ trusts,’’ exemplify the syndi- 
cate principle. The New England 
Insurance Exchange, for instance, 
by its rating and special committees; 
its members, by their committees 
for adjustment of losses; the vari- 
ous inspection bureaus, whereby a 
few do the work of many by con- 
centration of power, — effect many 
economies and reforms, and by 
minimizing the expense of conduct- 
ing the business, and preventing fire 
waste, benefit the public through re- 
duction in the cost of insurance. 

The local agents are now com- 
bining for their own benefit, and, 
we trust, for the general good. A 
few will act for the many, and can 
secure what the many, while unor- 
ganized, might not be able to ob- 
tain. They can aid in securing the 
legislation alluded to above. 

Our experience teaches the possi- 
bility of a large number of similar 
risks being brought to a high 
standard of excellence, from our 
standpoint, by intelligent and uni- 
form supervision by practical insur- 
ance men, with resultant reductions 
in fire losses and in the premium 
account. 

One feature of ‘‘trust’’ control 
which effects insurance interests is 
the closing of factories upon which 
communities may be dependent, 
and the transference of large values 
from one locality to another, with 
the consequent shrinkage of remain- 


ing values, which sometimes occurs. 
The agents’ associations may dis- 
cover some method of preventing 
such ‘‘trust’’ action, and so influ- 
ence public opinion as to make 
their method operative. 

Accepting the ‘‘trust’’ or ‘‘ syn- 
dicate ’’ management as a condition 
which must be met, we must admit 
that the control of insurance is likely 
to follow the capital and be con- 
centrated for convenience and econ- 
omy. This has been the practice 
of the railroad companies for years. 
This concentration of control neces- 
sarily works hardship, and appar- 
ently injustice, to the local agents 
who have previously written the 
insurance on the risks located in 
their territory, and to the com- 
panies represented by them (fewer 
companies being required to carry 
the combined lines), and how these 
interests can be protected, or can 
protect themselves, is the problem 
of the future. In New England at 
least, the interests of the companies 
generally can be cared for by the 
rating committees having jurisdic- 
tion. As between companies, how- 
ever, it is a matter of competition 
and favor, as on general business. 

So long as the premium income 
is taxed, and the influence of the 
local agents is felt, each state will 
probably insist that the policies 
covering property located therein 
shall be written by resident agents. 
Beyond that it is a matter to be de- 
cided by the companies and their 
agents, and the State Associations 
of local agents seem to furnish an 
available and promising vehicle of 
communication and action with the 
companies and between themselves 
— for the solution of this problem, 
which is bound up with that of over- 
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head writing, is dependent on good 
faith, not only between companies 


and their agents, but between the 


agents. 





‘-ECONOMIC ASPECTS OF DIFFERENTIAL COMMISSIONS. 


The recent action taken by the 
Western Union of fire insurance 
companies, in adopting graded com- 
missions and separation in agencies, 
for the purpose of inducing non- 
union companies to join the organ- 
ization, naturally raises this ques- 
tion: What inducement is there for 
the non-union companies to take 
this step? 

An answer to this question re- 
quires a consideration of the results 
experienced by non-union compa- 
nies under differential commissions 
in the past, and also of those likely 
to accrue in the future. 

In fire insurance to-day there are 
two great schools of underwriting: 
that which thinks the best business 
policy is to have a uniform rate for 
the insured and a pniform commis- 
sion for agents, and that which 
thinks the best policy is to have a 
uniform rate with differential com- 
missions. 

The position of the former is based 
upon this assumption: That rates 
are, or should be, made equal accord- 
ing to the fire loss experienced in 
each class or group of risks, and that 
the loading for expense must there- 
fore be equal. If this assumption be 
correct, it is clear that the percent- 
age of commission paid to agents 
should be the same upon all risks. 

On the other hand, the position of 
the differential commission compa- 
nies is based upon the assumption 
that there are, or should be, what are 
termed ‘‘ preferred’’ rates—that is, 
rates upon certain classes or groups 
of risks which are higher in propor- 


tion to the hazard than others, — and 
that the business of the skilful un- 
der writer is to detect these preferred 
risks, and induce the agent to write 
them by paying higher rates of com- 
mission than upon other risks. If 
there were no preferred rates, the 
principle or policy upon which the 
differential commission company op- 
erates would fall. 

If all fire insurance rates were 
open, it is manifest that the uniform 
rate and uniform commission com- 
pany would have an advantage over 
the uniform rate and differential 
commission company, since the for- 
mer, by charging the insured a rate 
containing a smaller percentage of 
expense loading, would surely get 
the business. Consequently, the effi- 
cacy of the differential commission 
company will depend entirely upon 
whether or not there is an agree- 
ment between all companies upon 
uniform rates. By such an agree- 
ment only can the differential com- 
mission company divide with the 
agent the profits which would other- 
wise accrue to the insured through 
the competition of the uniform rate 
and commission company. 


Such an agreement upon rates ex- 
ists between practically all compa- 
nies, but a portion only have agreed 
to pay a uniform commission; the 


balance are free to pay whatever 


rate of commission they may choose. 
It is a fact that under this agree- 
ment there exist preferred rates, 
in other words rates which are 
higher in proportion to hazard than 
other rates, and that differential 
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commission companies make a prac- 
tice of buying this business from the 
agent by offering larger commissions 
than those paid by other companies. 

Under open rates the existence of 
preferred risks would not perhaps be 
a subject for criticism from the stand- 
point of public policy, because it 
would then be largely a question of 
barter and trade between the indivi- 
dual company and the policy-holder. 
But the maintenance of preferred 
rates by agreement cannot be justi- 
fied on economic grounds, since it 
deprives the property-owner of the 
benefit of competition. Nevertheless 
the differential commission com- 
pany, as a part of its policy of under- 
writing, insists upon the mainten- 
ance of preferred rates by agreement. 
It is compelled to do this by virtue 
of its position. It could not pay dif- 
ferential commissions if preferred 
rates were not maintained by agree- 
ment. 

But why, then, it is asked, do 
the uniform commission companies 
assist the differential commission 
companies to maintain preferred 
rates? There are two chief reasons. 
The first is, to avoid a general rate 
war. All attempts to reduce rates 
upon preferred classes are resisted 
by the companies which have pur- 
chased this business by differential 
commissions, and are generally 
checked by the threat of a cut upon 
all classes. ‘The second reason is, 
that in the ebb and flow of business, 
and as the result of selection and 
cultivation, many of the uniform 
commission companies have them- 
selves acquired preferred classes of 
business, which they are unwilling 
to have disturbed. Thus the status 
quo is maintained. 


The situation in the West for 


many years past has been — agree- 
ment upon uniform rates by prac- 
tically all of the companies, and 
agreement upon a uniform commis- 
sion by a portion of them, the bal- 
ance acting as free lances upon 
commissions. The all important 
question is, what have been the 
results? Which school of under- 
writing is the best? Which system 
has yielded the greatest profits ? 

To determine the answer we have 
prepared a statistical exhibit, which 
will be found upon page 14. This 
table shows the increase in assets, 
surplus and premium income, during 
the past ten years — first, of fifty-four 
Union agency companies, and, sec- 
ond, of thirty-one non-union agency 
companies. 


The results are decidedly in favor 
of the non-union companies. 

In assets the union companies 
have increased 38 per cent, against 
49 per cent for the non-union com- 
panies ; in premium income the for- 
mer have increased 29 per cent, 
against 30 per cent in the case of the 
latter; while in surplus, the item 
which gives us some light upon the 
actual underwriting profit, the Union 
companies increased 59 per cent and 
the non-union companies increased 
103 per cent. 

It should be explained that, in 
the preparation of this table, those 
companies which are in or out of the 
Union to-day have not been classed 
according to their present position, 
but according to whether during the 
past ten years they have been chiefly 
known or identified as Union or non- 
union companies. In this way only 
could the desired results be most ac- 
curately obtained. 

The results show that the non- 
union companies have made the 
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most money during the past ten 
years. Does this justify their system 
of underwriting, from an economic 
point of view? Not necessarily. 
The accumulation of wealth is not 
of itself an evidence of the truest 
business principles. The method of 
accumulation is an important factor. 

We have shown that the efficacy 
of the differential commission de- 
pends mainly upon the mainten- 
ance of preferred rates by an agree- 
ment between practically all com- 
panies. There is another important 
factor; for we may truly say that 
the advantage of differential com- 
missions also depends upon a uni- 
form commission agreement between 
a part of the companies. 


From an economic point of view, 
no exceptions can be taken to the 
proposition that an agreed rate 
should bear an agreed commission. 
Competition, to be fair, should offer 
an equality of opportunity. With 
all companies agreed upon rates, 
and a part of them upon commis- 
sions, there is an inequality of oppor- 
tunity created in favor of the com- 
pany which does not agree upon 
commissions. This condition is un- 
economic, because the profit of the 
differential commission company is 
made at the expense of the property- 
owner who is required by the agree- 
ment to pay the preferred rate. 


That system of underwriting 
which tends to produce the lowest 
rate to the insured, and to equalize 
the cost between all classes of haz- 
ards, is sound from the standpoint 
of economics; that which tends to 
make rates higher and more unequal 
is unsound. 

But there is another point of view. 
If the uniform commission compa- 
nies are foolish enough or self-inter- 
ested enough to maintain preferred 
rates for the benefit of differential 
commission companies, is it strange 
that shrewd underwriters should 
take advantage of the situation to 
reap an extra profit? Are they 
not simply following the richest 
veins? Shall we execrate them, 
or shall we put the blame upon 
those uniform commission com- 
panies which permit these condi- 
tions to exist? 

The question is a practical one. 
Ten years’ experience shows that, 
with all companies agreed upon 
rates and a part upon commis- 
sions, the differential commis- 
sion has won the day. Shall the 
status quo be maintained, or will 
the uniform commission compa- 
nies destroy the condition which 
makes the differential commission 
possible? 

The future alone will furnish an 
answer to this question. 
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FIFTY-THREE UNION ACENCY COMPANIES. 





ASSE TS Su RPLUS PREMIUM INC (COME 


1889 | 1899 1ss9 |, 1899 1889 | 1899 

Aetna 10,071,510} 12,627,621) 3,700,666] 4,808, 847 { é 3,797,304 
American, N.Y 1,300,842} 1,245,759) 424,170) 362,728) 585,9§ 589,982 
American Central 1,344,353) 1,861,941 240,719) 486,072 35,786 775,452 
American, Pa 2,642,670) 2,710,728) 409,617) 504,733) 1,600,749] 1,226,144 
British America 866,128) 1,271,431) 408,996) 517,429) 607,891) 1,020,289 
Caledonian 1,024,488! 2,001,016 560,727; 881,780) 526,093) 1,178,898 
Citizens, Mo 462,977 198,512} 255,368 89,523 318,564 
Commercial Union | 2,890,988) 3, | 1,009,788) 1,580,876) 2,390,554) 2,260,833 
Connecticut 2,347,693) i 522,255) 1,112,546) 1,069,531) 1,654,131 
Citizens, N. Y 1,166,497 37°73 | 302,896] 142,511] 632,602] 472,473 
Detroit F. 971,310 ,801,885) 469,527) *765,889 216,465} 199,939 
Equitable r. , & Eee” 566,945 37,28 75,885| 198,792) 252,531| 273,402 
Fire Association 4,587,870} 6,322,285 894,768] 1,364,946] 1,592,651) 2,522,175 
Fireman’s Fund rye 8,902,970) 486,438) 1,361,730) 1,237,789) 1,901,552 
Franklin, Pa 3,174,357 3,177,730 970,024! 1,150,150 472,439 533,358 
German American, N. Y | 5,544,347| 8,167,444| 2,252,191) 3,922,009) 2,430,362] 2,624,286 
Greenwich | 1,439,797) 1,624,758! 374,813) 443,409) 944,414] 1,051,003 
1,600,632} 387,106] 707,500) 949,420] 1,052,667 
Hanover 9 323| 3,076,292) 528,935) 705,711) 1,176,377) 1,449,477 
Hartford 11,183,660) 2,456,079] 4,458,911) 2,821,339) 5,725,581 
Home 8.931.160 12,161,165) 1,307,543) 4,427,802) 4,337,403) 4,229,367 
Home Mutual 821,517| 978,162} 244,884) 334,999} 345,120) 433,735 
Imperial 1,617,038] 1,898,366] 728,848} 920,973] 1,087,912] 1,147,181 
Ins. Co. of N. A 8,731,251) 10,206,489] 2,399,783) 2,526,556) 3,995,747) 5,519,464 
Lancashire .... | 1,880,682) 2,390,390) 756,608) 583,331) 1,454,982) 1,978,738 
783,244| 912,288) 467,665) 401,710) 416,331) 549,306 

Liverpool & L.&G 7,337,156) 9,703,582! 3,038,908] 4,845,916] 4,273,372] 4,979,422 
London Assurance 1,661,054} 1,716,701) 912,407! 850,261} 894,716) 824,597 
2,104,080} ney 792 344] 1,078,369) 1,553,943) 1,752,511 

1,554,658] 1,700, aaa 477,580} 403,828} 809,025) 917,411 

1,621,604} 2,568,997 922,543) 1,482,719} 518,868) 780,682 

2,443,937) 4,642,; 500) 553,515) 1,529,708) 1,013, 1840) 2,096,840 

2,490,654) 2,788,741) 389,502) 771,777) 1,605,854) 1,502,259 

| 3,450,526] 4,848,565] 1,796,421 2,049,616} 1,893,192) 2,389,949 

Northern, Eng. .......... | 1,513,920) 2,565,145) 656,922) 1,470,077) 944,443] 988,597 
Norwich Union 1,505,631, 2,356,612) 648,847) 986,978) 1,019,597| 1,471,814 
i 1,805,663) 2,513,910) *661,799| 814,045) 837,371) 1,300,661 
1,099,426) 2,653,829) 414,321) 950,287) 997,866) 1,945,557 

Pennsylvania 3,329,936) 5,227,336) 1,415,825) 2,297,463) 1,088,413] 1,684,534 
Phenix, N. Y | 4,781,256) 5,816,560} 401,921| 1,520,709| 3,415,737| 2,997,142 
Phoenix, Hartford 5,305,004) 5,511,408) 1,301,235) 1,183,758) 2,559,539) 2,713,408 
oi a Se 1,966,132) 3,164,605) 560,118) 1,357,723 1,295,692) 1,992,439 
Providence-Washington ....| 1,167,982! 2,086,310 80,383) *614,151| 953,881) 1,321,961 
Queen 2,192,309) 4,668,341) 855,792) 2,323,975] 1,475,924! 1,868,886 
Royal. . | 5,406,736} 7,171, 970] 2,084,635) 2 ‘314, 126) 3,079,212) 4,268,990 
Scottish Union 1,673,759| . 200,127} 1,264,223) 1 986,240) 502,876) 2,276,684 
Springfield F.& M.......... |} $3,410,983) 4,7 774,658) 520,510) 1,596,569; 1,677,941) 1,785,219 
St. Paul F. & M | 1,713,905) 2,523,987| 510,698) 784,889) 964,897) 1,782,629 
Sun Fire 1,956,331) 2,724,972) 817,610) 1 ye 9,637! 1,211,377} 1,579,258 
Sun, New Orleans.......... 1,078,476] 1,133,059) 303,901) 358, 649) 608,575} 329,022 
Traders, 1,334,268} 2,133,943) 406,052) 1,000,5 519) 527,587| 668,307 
United Firemen’s 1,072,352) 1,532,553 78,622} 251,368} 222,317| 243,762 
Western, Can 1,051,616; 1,684,871) 443,775) 601,503) 1,240,505) 1,661,206 























Totals. Serer eer ree 141,485,593 195,108,600/44,889,852 71,418,168/71,829,972/92,609,048 
Increase. 53,623,007| 26,528,316 '20,779,076 











Economic Results of Differential Commissions. 


A Decade of Results to Union and Non-Union Companies — Continued. 





THIRTY-ONE NON-UNION ACENCY COMPANIES. 








ASSETS | SURPLUS | Premium INCOME 
1889 | 1899 iss9_~«| «©1899 | #1889 | 1899 


Agricultural 2,168,804| 2,291,568) 351,228) 525,893) 813,276) 853,015 
American, N. 2,048,584; 3,001,688) 1,014,853! 1,816,872) 426,548) 526,553 
Buffalo-German | 1,374,766) 1,942,481| 824,303) 1,439,551/ 398,026} 314,208 
Concordia 544,167! 877,167) 52,009} 248,978) 355,185) 369,364 
Continental 5,217,774) 9,077,114) 1,471,704| 3,479,235) 2,203,986) 3,729,768 
NINN 5.6 4sccsdeneceaes 1,452,693} 1,602,594 147,678] *529,534| 421,469] 640,860 
Eagle 1,131,626! 1,350,956] 694,876] 809,300} 133,230] 210,387 
Firemen’s, N. | 1,720,158) 2,411,611) 886,485)*1,457,715| 282,545) 348,403 
German, Freeport 2,452,621| 3,384,471) 456,013] 1,379,725| 1,559,357) 1,299,838 
Germania, N.Y 2,965,137) 4,713,945) 758,063) 2,093,713) 1,187,373) 1,217,335 
Girard 1,482,899} 2,078,169} 557,554 729,667| 374,265) 353,086 
Gléns Falls 1,785,404| 3,216,552| 1,003,049) 2,051,384) 516,962| 789,450 
Grand Raia. ss. 20.02 v00006 310,119) 502,758) 38,356] 114,450) 113,760) 236,929 
Ins. Co. State of Pa... 22-0] 718,453) 741,280) 55.687| 116,035) 326,560) 255,032 
Lumberman’s 797,627) 1,194,942) 261,773) 568,159 94,966) 141,507 
New Hampshire 1,588,817| 3,163,880! 323,480)*1,346,783| 731,396) 1,058,791 
North River | 484,474! 840.666! 42,424) 298,217! 137,889) 223,950 
Northwestern Natl | 1,504,799] 2,690,394| 344,203) 756,771) 552,369) 1,048,413 
BUD 64.0493. 06085006. cusede 714,852) 857,038 305,091; 244,124 237,801 382,159 
Reading 554,052) 827,267| 125,543; 299,873) 198,205) 268,004 
Reliance | 829,928] 1,034,940| 280,162) 311,127| 175,224) 277,104 
Rochester German 751,385) 1,082,327) 218,521) 566,706) 389,961 308,673 
Rockford 755,826| 1,317,348) 83,819 168,526) 411,990 709,734 
Security, Conn | 660,454) 904,693) 76,725) 252,253) 464,522) 491,029 
Spring Garden 1,273,588) 1,581,104) 313,263) 151,757) 275,191) 560,481 
Teutonia, La 440,085} 731,232 94,479; 233,617; 164,940) 348,535 
Union, Pa 530,559) 616,920 14,712} 147,127| 381,262) 273,862 
SB rT rere 651,404) 754,197; 235,814) 227,683) 186,184) 281,289 
Virginia FF. & BM... .cccceccce 615,240) 792,474 134,121; 238,892; 257,948 346,479 
Westchester 1,521,706) 2,659,215 406,459) 1,134,520) 870,629) 1,204,438 
1,393,311) 1,966,905) 646,015) 1,086,798) 534,071) 616,430 











, RR er: | 40,441,312) 60,207,896) 12,218,467|24,819,985|15,177,090|19,685,106 
Increase | | 19,766,584 }12,601,518 | 4,508,016 











*Where there has been an increase or decrease of capital during the ten years, as the result of profits 
or loss, this fact is duly recognized in the surplus named. 


PERCENTAGES OF INCREASE DURING TEN YEARS. 


ASSETS. SURPLUS. PREMIUM INCOME. 


Union Companies 38 per cent. 59 per cent. 29 per cent. 
Non-Union Companies 49 per cent. 103 per cent. 30 per cent. 





REVIEW OF THE MONTH 


LIFE INSURANCE. 


The action of the Equitable Life Assur- 
ance Society in withdrawing from the anti- 
rebate agreement 
was thoroughly 
discussed in the 
last number of this magazine. Since then 
a meeting of the signers of the original 
agreement has been held in New York city 
to discuss the situation. This meeting was 
called by the referee at the request of five 
members of the compact, and was held on 
October 18. Sixteen companies were rep- 
resented, as follows; 

Connecticut General, Home. Manhattan, 
Metropolitan, Mutual of Kentucky, Mutual 
Benefit, National, New York, Penn Mutual, 
Phoenix Mutual, Provident Life & Trust, 
Provident Savings, Prudential, Union Cen- 
tral, United States and Vermont. 

The meeting was held behind closed 
doors. The matters discussed are, there- 
fore, not known. After the session was 
ended it was learned that a resolution 
offered by the representative of the New 
York Life, providing for the dissolution of 
the agreement, was referred to a committee 
of five with instructions to report at a 
meeting to be held within thirty days. 
This resolution was carefully prepared and 
was offered as a substitute fora bald motion 
presented declaring the agreement abro- 
gated from date. The New York Life’s 
resolution recites that whereas six com- 
panies have ‘‘expressed a desire to with- 
draw ’”’ from the agreement alleging that it 
has failed of its purpose and is now ineffec- 
tive, and that the effectiveness of the agree- 
ment depends upon the hearty support of 
of aliof the original signers, ‘‘a condition 
which at the present time does not exist,’’ 
that it be abrogated fromdate. The resolu- 
tion also recognizes the services of the 
referee and provides for the liquidation of 
the debts of the agreement in a suitable 
manner. 

The following committee was appointed 
to consider the resolutions: Messrs. Kings- 
ley of the New York Life, Pattison of the 


Meeting of the Anti- 
Rebate Compact. 


Union Central, Ashbrook of the Provident 
Life & Trust, Grannis of the Mutual and 
Hegeman of the Metropolitan. Mr.Grannis 
has since stated that absence made it impos- 
sible for him to meet with the committee. 

As an early result of the appointment of 
this committee a letter has been addressed 
by Chairman Kingsley to all the compartiies 
which originally signed the agreement, 
asking whether, in their opinion, the com- 
pact should be continued with modifica- 
tions, and if so in what respect it should be 
modified; also whether the companies are 
prepared to continue the agreement even 
if it does not include all of the original 
signers. The conclusions of the committee 
in its report to the adjourned meeting will 
be influenced largely by the nature of these 
replies. 


. 


So far as we know, no discussion occurred 
at the New York meeting upon the ques- 
tion of commissions or 
bonuses, although these 
problems were doubtless 


Future of the 
Agreement. 


in the minds of many of those who at- 
tended. Apparently the debate was con- 
fined entirely to questions affecting the 
agreement itself. The introduction of the 
resolution and its subsequent reference to 
the committee was undoubtedly the result 
ofa prearranged plan. The opinions ex- 
pressed in the resolution cannot necessarily 
be taken as those held by the New York 
Life ; in fact, Mr. Kingsley stated that he 
introduced them merely to bring the sub- 
ject before the meeting for discussion. 
The New York Life may or may not believe 
that an effective working ageement needs 
the co-operation of practically all the com- 
panies that were original signers. It is 
more than probable that neither the New 
York Life nor any other company is pre- 
pared to say that a strong anti-rebate agree- 
ment necessarily needs the co-operation of 
all the companies. The original agree- 
ment was entered into without the signa- 
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tures of several very important companies. 
Logically there is no reason why the exist- 
ing anti-rebate agreement should be dis- 
solved merely because the Equitable and 
five other companies have withdrawn. The 
strength of any agreement must depend 
entirely upon the sincerity and good faith 
of those who enter into it, whether they be 
a part or all of the companies. In other 
lines of business effective trade agreements 
are maintained without universal co-opera- 
tion, and organizations of this kind have 
been able to survive, even in the face of 
important withdrawals from membership. 
‘There is one point in connection with the 
whole question which seems to be very 
clear. In organizing the anti-rebate agree- 
ment the companies not only engaged to 
stop disastrous competition but also regis- 
tered themselves against a practice which 
they considered a vicious one. When the 
question of commissions was discussed at 
the recent meeting of the National Associa- 
tion of Life Underwriters, it was stated on 
the floor that a vote against the resolution 
favoring reduced first year commissions 
and increased renewals, was a vote in favor 
of rebating. While this might not be 
strictly true, and although honest men 
might have voted against the proposition 
because they believed it would not remedy 
rebating, — yet the suggestion made un- 
doubtedly had a very strong influence upon 
the convention and perhaps induced many 
to vote for the resolution who otherwise 
would have opposed it. It seemed to be 
considered that the defeat of the resolution 
woald in effect, if not in fact, place the 
association before the public as having 
favored rebating, when in reality the asso- 
ciation desired to go on record as against it. 


¥ 


Are not the companies in the anti-rebate 
agreement faced by the same question? 
Th Practical Are they for or against re- 
Odedien bating? As already stated, 

the agreement represented 
am earnest, and in some respects practical, 
effort to check rebating. Its ineffectiveness 
is alleged to be largely due to insincer- 
ity and bad faith. If this is a fact, then the 
abrogation of the agreement at this time 
might be accepted as an evidence that the 
companies are not prepared to do their part 
toward stopping the practice of rebating, 
and that they no not care to do so. 


It seems to us that the resolution intro- 
duced by the New York Life and subse- 
quently referred to a committee, of which 
that company’s vice-president is chairman, 
was a very skillful manceuvre to bring the 
companies face to face with the situation 
we have described. The reference of the 
resolution to the committee is evidence that 
the companies were not prepared at that 
time to say that the co-operation of the 
withdrawing companies was necessary to 
an effective agreement; neither were they 
prepared to accept the words of the resolu- 
tion that the ‘‘agreement has failed of its 
purpose and is now ineffective.’’ The ac- 
tion taken indicates that the companies 
present did not recognize that the agree- 
ment had failed of its purpose, or that the 
co-operation of the withdrawing companies 
was necessary. 

If this be true, then they must have 
thought it was possible to continue the 
agreement, perhaps in some modified form 
which would induce the return of the with- 
drawing companies, or which would enable 
them to continue without these companies. 
That, at least, appears to be the opinion 
taken by the committee of five which, as 
already stated, has sent communications to 
the companies asking them if they will 
continue, if the agreement is modified to 
meet conditions, whether this results in the 
return of the withdrawing companies or 
not. 

It has been very generally and quite 
freely predicted that the anti-rebate agree- 
ment was dead, and that early dissolution 
would follow. It is evident, however, that 
the companies are not ready to hastily ac- 
cept this conclusion. As stated in the last 
number of this magazine, the methods pur- 
sued under the agreement have been thor- 
oughly discredited ; but it does not follow 
therefrom that is necessary to abrogate it. 
On the contrary, we should not be at all 
surprised if, when the companies come to 
consider it, and to realize what they may 
suffer in public opinion, they will hesitate 
before voting to dissolve. We may assume 
that the companies represented at the New 
York meeting are opposed to rebating. 
There seems to be no reason why they 
should not stand by their convictions. 
Whatever criticism may be made of the 
agreement, there is no doubt but that it 
has had its moral effect in checking rebate. 
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If we recognize this, we must admit also 
that a dissolution of the compact will in- 
crease rebating. The practical question is, 
therefore, do the companies wish to take 
any action which will tend to increase 
rebating ? 


¥ 


The anti-rebate campaign for 1899 and 
1900, so far as the agency associations are 
The Campaign snot ao ae 
Opened. — = “s rg. me 

occasion was a reception 
given to the executive officials of the 
national association by the Boston asso- 
ciation. The new president, Mr. James L. 
Johnson, was present and the association’s 
first vice-president, Mr. E. B. Cantine. 
There was also present Mr. I. Layton Reg- 
ister, chairman of the executive committee ; 
George H. Sutton of the executive commit- 
tee, and ex-Presidents Richard E. Cochran 
and E.H. Plummer. Most of these gentle- 
men made addresses. Their outlook for 
association work, particularly in the sup- 
pression of rebating and twisting, was very 
hopeful. 

Particular interest, however, centered in 
the remarks made by President Johnson, 
who for the first time since his election 
publicly outlined his policy upon the lead- 
ing questions of association work. Wide- 
spread interest will be felt in the pro- 
nouncement which Mr. Johnson made. In 
the first place, he did not accept the pro- 
posed change in agency commissions as a 
cure for rebating, but was of the opinion 
that it was a step in the right direction, 
inasmuch as its adoption would tend to 
relieve the pressure upon the agent and 
remove from him a part, at least, of the 
temptation to rebate. 

3ut Mr. Johnson considered that this was 
by no means the whole of the question. 
He said there were two sources of tempta- 
tion to the agent, two distinct forces which 
tended to make him a rebater. The first 
was the pressure of the company for more 
business through allotments, bonuses and 
excessive commissions. On the other 
hand, there was the increasing demand of 
the applicant for insurance for a special 
concession. Mr. Johnson thought that if 
the company was guilty because it encour- 
aged the agent to rebate under pressure, 
the applicant for insurance, who sought to 
secure a rebate in the face of state law and 


make the agent a declared criminal there- 
under, was equally guilty with the com- 
pany. He believed that if the agent and 
the company was to be held responsible for 
giving secret concessions to favored appli- 
cants, the policy-holders themselves should 
share in the penalty. While reform on the 
part of the company would do much to 
effect a remedy, yet he believed that some- 
thing should be done to make the applicant 
realize that, with the agent and the com- 
pany, he was a participant ina discredit- 
able transaction. He knew of but one way 
to do this and that was the insertion of a 
clause in the policy, stating that the ac- 
ceptance of a rebate by the applicant, 
directly or indirectly, should make the 
policy void. He believed that the adoption 
of some such measure, either by the com- 
panies or by statutory enactment, coupled 
with reform on the part of the companies 
in their methods of inducing business, 
would make the victory against rebating 
complete. 


a 


Mr. Johson’s proposition is not a new 
one, but it is given added weight and impor- 
tance because it is pub- 
licly favored for the first 
time by the chief execu- 
tive official of the National Association. 
Mr. Johnson’s opinion, coupled with the 
dignity of his position and his own force- 
ful personality, will have great influence 
in moulding general opinion on this ques- 
tion. It is interesting to note, in this con- 
nection that Ex-President Cochran, at the 
opening of his administration in 1898, was 
quite deeply impressed with the force of 
this proposition. He then believed, as do 
many underwriters to-day, that rebating 
could be very effectually handled by the 
insertion of a clause declaring rebated poli- 
cies void. He studied the situation very 
carefully, and became convinced that it was 
at least impracticable to attempt any such 
method of reform under present conditions. 
He also considered very carefully another 
proposition: namely, to insert a clause in 
the policy stating that if the insured died 
within one year his beneficiaries should re- 
ceive a sum of insurance which the net 
amount he had paid in premiums would 
buy. Thus, in case of a rebate of fifty per 
cent, one half the face of the policy would 
be paid. But, after consultation with the 


How the Proposi- 
tion is Regarded. 
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companies and with counsel, he reached 
the conclusion that this plan also was im- 
practicable. His attention was then turned 
to the commission question, which resulted 
in the action taken at the last meeting of 
the National Association. 

If Mr. Johnson, in view of the continued 
agitation of the question, is able to create a 
widespread sentiment in favor of his pro- 
posed clause, he will have performed a 
large task. The body of companies and 
agents are to-day opposed to the insertion 
of such a clause in the policy; at least, they 
consider it inexpedient to do so in the light 
of present conditions. Mr. Johnson’s prop- 
osition has already excited opposition, par- 
ticularly on the part of the Standard of 
Boston, which apparently voices the senti- 
ment of a number of companies in stating 
that it will be a long time before even the 
‘‘Most straight-laced, anti-rebating com- 
panies assent to this method of dealing 
with the question.’’ It says that the ques- 
tion has been studied by counsel, and that 
the concensus of opinion is that to incor- 
porate such a clause in the policy would be 
dangerous to the best interests of the busi- 
ness. No one, it contends, willingly buys 
a lawsuit, and the momenta cloud is cast 
upon the policy it ceases to be desirable. 


¥ 


Logically, Mr. Johnson’s position is un- 
assailable, although it may not be practica- 
Effect of the Sug- ble. . ce co 
gested Clause. a ee ee 

is wrong, the guilt is 
shared equally by the giver and taker of 
“the rebate. If it is illegal, the terms of the 
life insurance contract have been violated, 
and in many other forms of contracts this is 
sufficient cause for declaring them void. 
The opposition to such a clause must arise 
mainly from the fact that a large percentage 
of the business done today is procured by 
rebating. Ifthe insertion of such a clause 
in the policy were not likely to affect 
materially the volume of new business, 
there would not be so much opposition to 
it. We state this merely as a fact and not 
as a criticism. 

Mr. Johnson’s suggestion would stop re- 
bating more effectively than any measure 
yet adopted or suggested. As the Standard 
says, no one willingly buys a lawsuit, and 
the applicant for insurance who desires 
to procure insurance for insurance’s sake 
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would be very careful to pay the full pre- 
mium. Wedo not believe that Mr. John- 
son’s suggestion will be adopted immedi- 
ately; in fact, it may never be adopted, 
but we do not hesitate to say that agitation 
in favor of this solution of the rebate prob- 
lem will be continued and the sentiment in 
favor of it will grow. We state this merely 
from our observation of facts and not 
because we believe necessarily that this 
method of reform should be adopted. 


¥ 


The reform movement in life insurance 
continues to exert its influence. One evi- 
dence of the tendencies is 
seen in the action taken 
by the Union Central Life 
Insurance Company through its New York 
manager, Mr. William A. Fricke. Mr. 
Fricke has established the rule that busi- 
ness will be accepted only through agents 
devoting their whole time to the company. 
Furthermore, agents will not be permitted 
to pay any portion of their commission to 
any person who is not a regular agent of 
the company, devoting his whole time to 
the business. Another rule established is 
that no agent of any other company, who 
has violated his contract or is indebted to 
that company, shall be employed by the 
Union Central. Mr. Fricke has also re- 
quested his agents to report rebate cases to 
him for investigation and prosecution. 

All this shows that the company and its 
New York manager desire to effect reform 
by improving the character of agents em- 
ployed. In taking thisaction the company 
has placed itself in line with the New York 
office of the Northwestern Mutual Life 
which, in 1895, adopted a no-brokerage 
rule, and in July, 1899, decided to employ 
no agents who did not devote their whole 
time to the business of the company. 

These changes will tend to result in bet- 
ter men and better methods. The payment 
of brokerages is of itself perfectly legiti- 
mate. There is undoubtedly a field in life 
insurance for expert talent, which is not 
identified with any company, but is in a 
position to place insurance according to the 
needs and requirements of each client. 
The work of this class of brokers has not 
tended to injure the business. There are, 
however, a great many men who have 
adopted life insurance as a side issue and 
who, without any intelligent selection, 
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merely place their clients with the com- 
pany which bids the most for the business. 
This practice must result in considerable 
rebating, and many companies which 
recognize legitimate brokers, decline to 
pay a commission to those who ask them 
to bid against another company. 


> 


It is also interesting to note that the 
Chicago manager of the Union Central 
Life, Mr. E. A. Fergu- 
son, has announced that 
after November I no 
commissions will be paid, and that all 
agents will be placed upon a salary basis. 
This is a radical departure, but is merely 
another indication of the efforts which are 
being made in the business to improve the 
character of the men employed. The 
salary question has been discussed and has 
been advocated by many of those engaged 
in life insurance. We publish elsewhere a 
letter from a San Francisco general agent 
who advocates the payment of salaries in- 
stead of commissions. 

It will be a great many years before the 


Will Experiment 


with Salaries. 


salary system is generally adopted, but we 
expect that this form of compensation will 
more and more come into vogue. There 
is something to be said in favor of it, and 
something to be said against it. The suc- 
cess of the system will depend largely upon 
the persons to whom the salary is paid. 
Many agents themselves would object to 
being compensated by a salary, preferring 
the commission basis, This is an experi- 
ence met with in other lines of business, 
where both salaries and commissions are 
paid. In life insurance, however, there 
has, as yet, been practically no choice as 
between a salary and a commission, al- 
though some attempts to meet this question 
have been made by what are termed ‘‘ad- 
vances.’’ An ‘“‘advance’’ is virtually a 
temporary salary. The results of the new 
experiments made in the payment of sal- 
aries will be watched with interest and the 
general adoption of the system in the future 
will depend very largely upon the success 
of these experiments. 
¥ 

The action of the Equitable Life Assur- 
ance Society in withdrawing from the anti- 
The Equitable’s _ rebate agreement and 


Cometinnain announcing that it 
: will effect a change 
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in its basis of agency compensation after 
January I, continues to excite comment. 
The sincerity of the society has been ques- 
tioned, and it cannot be denied that its 
withdrawal from the agreement at this 
time has tended to encourage these criti- 
cisms. It is our opinion, however, that the 
Equitable Life will carry out the program 
announced by President Alexander in every 
particular. On January 1 the rate of com- 
pensation to all agents upon first year’s 
business will be reduced and the renewals 
increased. As to the rate of compensation, 
we are informed that the commission to be 
paid to any ‘‘Sub-agent, broker or other 
person in connection with the first year’s 
premium will be limited to an amount not 
exceeding 50 per cent (graded),’’ and that 
each agent having a contract with the com- 
pany will be required to sign a letter ad- 
dressed to the society reading as follows: 

‘We have received your letter of — date, 
advising us of the society’s imperative rule 
with reference to the maximum compensa- 
tion which the society’s representatives are 
allowed to pay for business; and we pledge 
ourselves to abide by said rule, the viola- 
tion of which, we understand, renders us 
amenable to the penalty of immediate dis- 
missal from the society’s service; and we 
hereby accept the condition imposed, and 
we further pledge ourselves to strictly en- 
force, and cause to be enforced, said rule as 
against anyand all agents or brokers con- 
nected or doing business with our agency, 
making its observance a condition prece- 
dent to our acceptance of new business 
from them.’’ ? 

Under the rule covering compensation 
to sub-agents and brokers, fifty per cent is 
the total commission which the general 
agent or manager will be permitted to pay 
on first year’s business. The general agent 
or-manager may or may not pay renewals 
as he elects, but if a renewal is paid the 
maximum commission on first year’s busi- 
ness will probably be less than fifty per 
cent. 

The Equitable’s general plan of com- 
pensation involves a reduction of commis- 
sions paid on first year’s premiums, and 
an increase of the renewals in the second 
and fourth years. This method of increas- 
ing renewals is adopted as tending to in- 
duce the agent to secure the continuance 
of the policy at the most uncertain periods, 
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—at the end of tht first year when there is 
always a strong temptation to lapse, and at 
the end of the third year when the equity 
in the reserve, acquired for the first time, 
furnishes an added temptation. The 
changes in compensation will be applied 
by the company equally throughout the 
country,—that is, after January rst, all 
agents will be compensated upon precisely 
the same basis. 


> 


We are also informed that after Jan. 1 the 
society will not pay bonuses under any cir- 
Will Stop cumstances. This is an im- 
B portant announcement, and 

onuses. A : 

will have a far greater influ- 
ence upon the question of rebating than the 
reduction of commissions. The bonus has 
furnished a temptation to the agent which 
has been almost irresistible, and where the 
bonus has been paid it is not a matter of 
surprise that rebating should have been 
very prevalent. The officers of the Equit- 
able Life have recognized this fact, and pro- 
pose to abolish the bonus asa part of their 
program of reform. 

In effecting a change in commissions, the 
Equitable has announced that it is not its 
intention to make the compensation of the 
agent any less. It does not propose to re- 
duce the net commissions paid to agents. 
Its object is to so readjust the commission 
contract that the agent will get all of the 
gross commissions, and will in this way be 
able, in all probability, to realize larger re- 
turns than under present conditions. 

It is a fact that many companies at pres- 
sent desire to reduce the rate of commis- 
sions; in other words, to lessen the com- 
pensation of agents; but, as previously 
stated in this magazirie, it does not seem to 
us that it is possible todo this. We do not 
believe that any plan which tends to reduce 
the compensation of agents will be accepted 
by them. But it is perfectly possible for a 
company to effect economy in its manage- 
ment by changing the basis of compensa- 
tion, without in the least degree reducing 
the opportunity for honest and intelligent 
agents. Looking at the matter from the 
standpoint of economics, it seems to us that 
this is all that can be expected. Public in- 
terest, by which we mean general social 
welfare, will not be advanced by reducing 
the earning capacity of a large body of men 
engaged in any line of business. In fact, 


there is a recognized benefit to the com- 
munity in the increase of their earnings. 


¥ 


In connection with the general proposi- 
tion in regard to compensation of agents, 
President McCall's *® have republished, 
Rescue. in another part of this 

number, a treatise up- 
on the expense rate in life insurance 
by John A. McCall, president of the 
New York Life Insurance Company. This 
treatise consists of a portion of an ad- 
dress delivered by Mr. McCall before the 
Insurance Commissioners’ Convention at 
Milwaukee, in September, 1898. Mr. Mc- 
Call informs this magazine that the views 
which he then expressed are in no wise 
changed, and they are therefore peculiarly 
pertinent at this stage of the discussion 
upon agency compensation. Mr. McCall’s 
position tends to controvert the claim that 
the proposed reduction in first year com- 
missions and the increase in renewals will 
favorably affect the question of rebating 
and lapses. 

More recently Mr. McCall has expressed 
himself upon the expense question as fol- 
lows : 

‘‘The question of expenses is one that 
has been often discussed by life under- 
writers. The question is one, too, on which 
there is current a great deal of misinfor- 
mation. Whether or not the expenses of any 
life company are too high is not absolutely 
proved by its expense ratio. If the com- 
pany has ability and vigor in its manage- 
ment, and does a very large new business, 
the expense ratio will be high. It is to be 
borne in mind — though it is not creditable 
to human nature —that a demand for life 
insurance does not exist among the public 
at large to any considerable extent until it 
is aroused by energetic solicitation on the 
part of an army of canvassers organized by 
life insurance companies. These can- 
vassers can command high pay for the 
ability and energy which are needed in 
order to persuade men to take out life in- 
surance, and the pay is naturally dependent 
in the main on the payment of the first 
premium. There are other expenses, such 
as the cost of medical examination, and 
personal inspection of risk, connected with 
the beginning of a policy that do not occur 
in its subsequent history. Hence a large 
new business means a high expense ratio, 
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even though the new business is secured 
on a basis which will make it ultimately 
very profitable to the company. On the 
other hand, the expense ratio in a company 
may really be very large when it seems 
very small, simply because such a company 
does a small business but at an extravagant 
cost.”’ 
5 

One of the most interesting events in life 
insurance during the past month has been 
ow | the readmission of the New 

York Life Insurance Com- 

to Prussia. . 
pany to Prussia. The three 
great American companies withdrew from 
that country in 1895, on account of the ex- 
actions of the Prussian laws, which were 
then believed to be unnecessarily severe. 
As a result several Prussian fire insurance 
companies doing business in New York 
state were excluded under a special enact 
ment secured to meet this particular case. 
Repeated efforts have been made to settle 
the dispute and the diplomatic agencies of 
the federal government have been enlisted 
inthe cause. More recently, however, the 
views of the Prussian government in re- 
gard to American life insurance companies 
have become modified, and as a result, 
at the special request of the New York 
Life, two Prussian officials of high repute 
were sent to this country to make an exam- 
ination of its affairs. Upon their return 
they made a most satisfactory report re- 
garding its financial condition, and as the 
company had also fully met the present 
requirements of the Prussian law, it was 
readmitted. In order to secure this con- 
cession it was necessary for the New York 
Life to dispose of its investments in the 
stocks of private corporations, to agree to 
limit its total management expenditures to 
a sum not in excess of the loading provided 
for expenses in its premiums, and also to 
keep a separate account of its tontine sur- 
plus and report this fund as a liability. 
Under the stipulations of the government 
the company will only be allowed to write 
annual dividend policies in Prussia. 


. 


In this connection it is interesting to 
note that very soon after the withdrawal 
of the New York Life 
from Prussia it began to 
separate its tontine funds 
from the general funds, and for the first 


Separation of 
Surplus Eunds. 


time the company’s repbrt for 1898 shows 
this separation. In that report its total 
surplus accumulations of $37,876,178 are 
divided as follows: 


Policy reserves voluntarily set aside, $2,838,626 
Surplus reserved funds voluntarily set 
aside, . ° ° ° < 


Funds for all other contingencies . 


26,414,234 
8,623,318 


From this it will be gathered that a con- 
siderable proportion of the total surplus is 
included in the tontine funds which, in its 
report to Prussia, the company will here- 
after include as a liability. 

No difficulty will be experienced by a 
well-managed company, such as the New 
York Life is believed to be, in meeting the 
requirement concerning management ex- 
penses. This company under its present 
management has made an honest effort to 
keep expenses within bounds and to reduce 
them as much as possible. 

The stipulation as to stock investments 
was not fully met until after the recent 
visit of the Prussian commissioners. The 
Company was, however, very well prepared 
to meet this requirement, having already 
disposed of many of its stocks and finding 
it necessary only to provide for the dis- 
posal of some $6,000,000 before the close of 
1902. 

An official of the New York Life states 
that the company is convinced that the 
most important changes insisted upon by 
the Prussian authorities are wise and clear- 
ly in the interests of policy holders. 


¥ 


While the Prussian commissioners were 
in New York city they investigated the 
V financial condition of 

alue of : 

; the Mutual Life. This 
Foreign Business. 
was done, however, en- 
tirely with a view to future contingencies 
and not for the purpose of passing imme- 
diately upon the application for re-admis- 
sion from this company, which is not yet 
prepared to meet the requirements of the 
Prussian Government, believing for the 
present, at least, that the business which 
might be secured in that country does not 
justify the sacrifices which it would have 
to make in selling its stocks and also in 
tabulating accounts in the detailed manner 
required. Possibly at a later date it may 
doso. The compliance of the New York 
Life with the Prussian requirements can- 
not be accepted, as prima face evidence of a 
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better financial condition or a better man- 
agement. It was, however, more willing to 
make concessions for the purpose of doing 
business in Prussia. 

Aside from the prestige to be gained in 
so doing, the business of life insurance in 
that country is undoubtedly very desirable. 
There has for years existed in this country 
a mistaken impression regarding the value 
of foreign business. It has been the cus- 
tom to criticise the American companies 
which have taken up this business, but the 
basis of this criticism is an assumption of 
facts which does notexist. The charge has 
been that the foreign business is done at 
the expense of the American policy- 
holders, which is not a fact. The business 
of American companies in civilized foreign 
countries is of a very superior character. 
The expense is lower than in America and 
the mortality experience is as good and in 
some respects better. If the foreign busi- 
ness were not desirable and profitable, the 
American companies would not be anxious 
to take it up, and it is interesting to observe 
that other American companies, outside of 
the three giants, are casting their eyes 
across the water. The fallacy in regard to 
the danger of foreign business never had 
any foundation in fact and is today thor- 
oughly discredited. There is no reason 
why the great and progressive American 
companies should not do business in every 
civilized community on the face of the 
globe. Wherever there is a healthy life 
that desires insurance, it should be able to 
secure it in one of the great life insurance 
institutions of America, if it so desires. 

The outlook for American life insurance 
companies abroad today is better than ever. 
Contrary to many pessimistic predictions, 
the outcome of the Spanish war has been 
favorable to American enterprise abroad, 
and to none more than life insurance. The 
fear that all European countries, with the 
possible exception of England, would ex- 
clude American life insurance companies 
is shown to have been without grounds and 
the readmission of the New York Life to 
Prussia is very important evidence that 
the prejudice against these institutions has 
been very materially modified since the 
Spanish war. 


a 


The semi-annual meeting of the Actuarial 


Society of America was held at Hartford, 
October 19 and 20. The 
growth of this society, 
which is now iy its 
tenth year, is very encouraging; and it has 
recently undertaken an enlarged work 
which promises to be very beneficial to the 
interests of life insurance. This is the op- 
portunity afforded for the study of actuarial 
problems, and the passing of a series of ex- 
aminations qualifying for admission to as- 
sociate membership in the society. The 
first of these examinations was given No- 
vember 2, in New York city, Philadelphia, 
Hartford, ‘and Toronto, Can. They were 
under the supervision of Actuary Van Cise 
of the Equitable, Wing of the Provident 
Life & Trust, Welch of the Phoenix Mu- 
tual, and Bradshaw of the Imperial Life. 


Meeting of the 
Actuarial Society. 


The Hartford meeting drew out a good 
attendance, and, as usual, some very inter- 
esting and important current questions 
were discussed. Mr. Charlton T. Lewis, of 
New York, delivered an address upon inter- 
est rates. He combated the theory that 
plentiful money makes low rates of inter- 
est, showing, from historical events in the 
financial world, that at the times when 
money was relatively the most plentiful 
rates of interest were high. This is not 
the first time that Mr. Lewis has gone on 
record against the tendency in favor of 
lower interest assumption in life insurance. 
He is decidedly of the opinion that neither 
present conditions nor the future outlook 
justifies a change in the standard of re- 
reserves. Mr. Lewis is a close student of 
economics, both theoretical and practical, 
and his opinion will carry great weight. It 
affords us pleasure to state that in the De- 
cember number of this magazine Mr. Lewis 
will discuss more fully the question of in- 
terest rates, covering some of the ground in 
his address at Hartford and touching also 
upon some new features. 

The Prudential Insurance Company is 
now considering the question of changing 
its reserves from a four to a three per cent 
basis, but has not yet determined what it 
will do. 

One interesting occurence at the actuarial 
meeting was a brief address by Emory Mc 
Clintock, actuary of the Mutual Life. At 
the May meeting, Actuary Wing of the 
Provident Life & Trust contended that the 
only funds available for expenses are the 
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expense loadings of the premiums. Mr. 
McClintock took issue with this contention, 
which he believed to be a heresy. He 
stated emphatically that the loadings for 
expenses are not the only resource the 
company has for current expenses. There 
are several other sources, but he referred 
particularly to surrender charges. The 
funds received from this source are, he 
believed, properly available for expenses ; 
and quoted so eminent an authority as the 
‘late Elizur Wright, who took the position 
that surrender charges are to be used to- 
wards the cost of ‘‘ Replacing the risks 
withdrawn.’’ Mr. McClintock states that, 
aided by such other resources, the balance 
of expenses should consume only a fraction 
of the loadings on the premiums. 


¥ 


Since the annual meeting of the National 
Association of Life Underwriters, in July, 
there has been a de- 
cided increase in in- 
terest in local associa- 
tions. The phenomenal labors of Mr. 
Cochran, and the action taken at Buffalo in 
regard to agency compensation, has greatly 
stimulated the movement. The new presi- 
dent, Mr. James L. Johnson, has been quick 
to take advantage of this revival, and, upon 
assuming Office, immediately began to plan 
for the organization of new associations 
and to increase the membership of the old. 
He at once directed his labors toward the 
New England field, and has met with very 
substantial success thus far. A new associ- 
ation has been started in central Massachu- 
setts, with headquarters at Worcester, under 
the most favorable auspices. In New Hamp- 
shire, Vermont and Rhode Island, where 
there have been associations which have 
fallen into decay, new interest has been 
aroused, and the outlook for reorganization 
in these three states is considered quite 
favorable. New interest has also been 
aroused in the movement in the state of 
Maine, where there are two associations 
which are vying with each other in their 
efforts to make an excellent showing. In- 
terest in the other New England associa- 
tions is on the increase. In fact, this seems 
to be the situation in all sections of the 
country. A new association has been or- 
ganized at Lexington, Ky., a most encour- 
aging symptom; and it is expected that 
several others will be organized during the 


Progress in Agency 
Associations. 


coming winter. A very substantial in- 
crease in membership and associations can 
be confidently predicted before the next an- 
nual convention. The agency movement 
in life insurance, since, at the Buffalo meet- 
ing, the national association departed some- 
what from the traditions of the past, has 
taken on new life, and will endoubtedly 
increase its power and prestige very rap- 
idly. 
¥ 

The Fidelity Mutual Life Insurance Com- 
pany, of Philadelphia, has removed all 
doubt as to its standing 
as a legal reserve com- 
pany since the last number 
of this magazine. As then stated, the Com- 
pany, in July last, amended its charter and 
removed the safety clause from its policies. 
It still retained, however, the right to take 
a note from the policy holder, to be held as 
a lien against the contract at maturity, 
should the reserve become impaired 
through governmental action or conditions 
beyond the control of the company. Al- 
though the Pennsylvania department, not- 
withstanding this clause, recognized the 
Fidelity Life as a level premium company, 
when it sought admission to New York 
State and Connecticut under legal reserve 
laws, it found it impossible to obtain a 
license so long as this lien provision was 
retained. In order, therefore, to comply 
with the requirements of New York and 
Connecticut, the company decided from 
November Ist to eliminate the lien pro- 
vision from its policies, thus placing its 
business on a strictly old line basis. In 
New York State the company has qualified 
under what is known as the stipulated pre- 
mium law. This was done, so we are in- 
formed by the New York insurance depart- 
ment, because this is the only statute which 
provides for any fixed method of determin- 
ing the legal reserve. The statute under 
which the so-called level premium com- 
panies do business in New York State does 
not provide any fixed standard. The com- 
panies are allowed to make their own stan- 
dard, but since it is the common practice in 
other States to value policies upon the Act- 
uaries four per cent basis, the New York 
companies have by agreement pledged 
themselves to maintain a reserve upon this 
basis. The basis of valuation under the 
New York stipulated premium law is the 


Now a Regular 
Company. 
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Actuaries four per cent. In this connec- 
tion it is interesting to state that the 
Security Mutual Life, of Binghampton, 
N. Y., which has qualified in Massa- 
chusetts under the regular old line law, 
is licensed in New York State under the 


stipulated premium law. It seems to 
be accepted, therefore that a company 
licensed under that law and maintain- 
ing the full Actuaries four per cent reserve, 
is to all intents and purposes a regular 
old line company. 


FIRE INSURANCE 


The paramount current issue in fire in- 
surance is the contest in the west between 


Craded Commis union and non-union 


; . companies, as the re- 
ms int t. 7 
= he Wes sult of the action taken 


by the Western Union in regard to graded 
commissions. It was too early last month 
to judge of the effects of this action, al- 
though a number of non-union companies 
at that time had applied for admission to 
the union. Since then the number of ap- 
plications has increased and the evidences 
multiply that the leaven is working among 
the local agents. The reports of changes 
in local agencies are quite numerous. They 
would not of themselves indicate great re- 
sults in the line of separation, were it not 
reasonable to assume that these reported 
changes are merely representative of a 
much more numerous migration into the 
union fold. 

The separation, which is a part of the 
union’s action, is not obligatory but entire- 
ly optional. The agent can retain his non- 
union companies and preserve the status 
quo, continuing to receive his full fifteen 
per cent commission. In fact, some of the 
union companies have been only too anxious 
to allow things to remain as they are, while 
expressing themselves willing to conform 
to the action of the union and pay the high- 
er rates of commission, if the agent elects to 
resign his non-union companies. Yet they 
state with some emphasis that they prefer 
the agent to continue upon the basis of a 
full fifteen per cent commission and retain 
his non-union companies. The position of 
these companies is very fairly represented 
by a circular sent to its agents by the 
Home Fire of New York, which states: 

‘* We advise you that we are not desirous 
of any change in our agencies. Asa rule, 
our agents who also represent non-union 
companies have treated us with fairness, 
and, except in very few cases, we have 
seen no reason to complain. Our prefer- 
ence would be that our agents should con- 
tinue to represent us on the 15 per cent 


commission basis without disturbing their 
relations with any other companies.’’ 


¥ 


Nevertheless, there are plenty of other 
companies which are anxious to effect sep- 
aration, even at the 
expense of increased 
commissions, believ- 
ing that their interests will be advanced 
by so doing. The temptation thus placed 
before the agent, especially wherg the 
union element in the agency predominates, 
can hardly fail to result in a generat ten- 
dency to throw over the non-union com- 
panies. 


Seeking to Secure 
Separation. 


As stated in the last number, several 
strong non-union companies propose to 
fight where they are thrown out of a local 
agency. The war which they propose to 
conduct is not upon commissions, however, 
but upon rates. Efforts made to organize 
the non-union companies for the purpose 
of concerted resistance do not appear to be 
successful, and the initiative therefore 
rests in the hands of two or three com- 
panies. 

Rate disturbances have already occurred 
in several localities. The most important 
has been in Topeka, Kansas. In this city 
the local agent of the Continental resigned 
for the purpose of securing the increased 
commissions from union companies. The 
company immediately appointed another 
representative, who, however, resigned 
within twenty-four hours. Its affairs were 
then placed in the hands of its special 
agent until the appointment of a new 
agent. The company announced its inten- 
tion to cut rates and inserted an advertise- 
ment in local papers offering to insure 
dwellings at $1.00 per thousand and mer- 
cantile buildings at $1.50 to $2.50 per thou- 
sand. It is reported that a number of risks 
have been bound at these figures. 

The local agents of Topeka were anxious 
to avoid arate war and brought pressure 
upon the company to desist, pending some 
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efforts to readjust the difficulties. The 
agents appealed to the National Association 
of Local Fire Insurance Agents, asking it 
to intervene and to compromise the difficul- 
ties if possible. A conference was secured 
between Secretary Holmes and the officials 
of the Continental in Chicago. It was be- 
lieved, apparently, that the Continental’s 
often expressed friendship for the local 
agents would lead it to reconsider its de- 
termination to inaugurate a rate war in 
Topeka. 
¥ 


In other localities, by skilful manceu- 
vring, compromise, and an exchange of 
Bee Tosubles agencies, the local agents 
yee wy have been able to remove 

present possibilities of a rate 
war as a result of the union’s action. There 
is no doubt but that the present situation 
will test the strength and prestige of the 
agency associations. A like opportunity 
for effective work in behalf of the interests 
of local agents has never before been pre- 
sented. The interest of the local agent in 
the preservation of profitable rates is fully 
as momentous as that of the company; in 
fact, the agent’s interest is more vital, since 
a rate war in any given locality might ruin 
the business of an agent, while its effect 
upon the company would be unim- 
portant. 

The action of non-union companies in 
threatening to cut rates, as a measure of re- 
taliation, is distinctly against the interests 
of local agents. The recent legislation of 
the Western Union has unquestionably 
placed the non-union companies in a very 
unpleasant position, so far as agents are 
concerned. If these companies, instead of 
joining the union, which, as everyone must 
admit, it is perfectly possible for them to 
do, propose to cut rates, they are inflicting 
a two-fold injury upon the local agents. 
They are denying his right to avail himself 
of the increased compensation offered by 
the union companies; and propose not only 
to defeat his chances of profit from that 
source, but to reduce his income under any 
circumstances. 

This is the situation which the non-union 
companies will have to face. They will 
have to determine whether their interests 
will be advanced by sacrificing the friend- 
ship of local agents and cutting rates, or 
by retaining his friendship and preserving 


the status quo. It is true that,if through 
separation the non-union company is 
thrown out of a local agency, it is put to 
the task of building up a new plant, and its 
natura] instincts of self-interest might lead 
it to acquire this plant quickly by cutting 
rates, rather than slowly by writing at 
tariff. But it is also true that the non- 
union company has the alternative of join- 
ing the union. It is perfectly possible for 
it to become a part of this body, retain all 
its agents and preserve its business. If, 
under such circumstances, it cannot pre- 
serve its business, it will simply demon- 
strate that its present plant has been built 
up entirely by the payment of excess com- 
missions. 


> 


We believe it is certain that the local 
agents as a whole will not oppose the in- 
creased commissions of- 
fered by the union com- 
panies. It is equally cer- 
tain that they will be opposed to any com- 
pany which cuts rates. This opposition 
will be strengthened through the agency 
associations, towards the organization of 
which the non-union companies have con- 
tributed their due share. 


The Pressure is 
Exceptional. 


Looking at the matter purely as it effects 
their self-interest, it would seem to the 
impartial observer, that the non-union 
companies were never in a position where 
the inductments to enter the Western 
Union were so strongly placed before them. 
The non-union companies may say that 
their protest is not against the increase in 
commissions but in the attempt at separa- 
tion; but if the non-union companies deny 
the right of the union companies to enforce 
separation, they must likewise deny the 
right of the union companies to take any 
measures to prevent non-union companies 
from buying their business through the 
payment of excess commissions. With flat 
and open commission companies side by 


’ side in the same agency, the open com- 


mission company will secure the best 
business. There is no escape from this 
conclusion. There is am inequality of op- 
portunity in favor of the open commission 
company. There is but one logical way in 
which the flat commission company can 
protect itself, and that is by establishing 
an agency where this inequality of oppor- 
tunity does not exist. 
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Among the prominent agency companies 
which have become union companies since 
the action of the union on 
Some of eos 
the Results. graded commissions, are the 

Northern, Grand Rapids, 
Citizens’ of New York, Virginia F. & M., 
Greenwich, United Firemens. Among the 
companies which it is understood will 
continue outside the union, are the Con- 
tinental, Northwestern National, Roches- 
ter German, Buffalo German, Firemens of 
Newark, Glens Falls and German of Free- 
port. The position of the Germania Fire 
of New York and the American of Phila- 
delphia is not at present definitely known. 

The second attempt made to except Ken- 
tucky and Tennesee from the action of the 
Western Union in regard to graded com- 
missions has failed. It is possible that this 
matter may be taken up at the annual 
meeting of the Kentucky & Tennessee 
Board of Fire Underwriters, to be held 
November 15. There is a very strong 
opinion in those states that it was a great 
mistake for the union to apply this new 
rule to this section. The action of union 
companies in increasing commissions in 
anti-compact states over which the union 
does not now exercise jurisdiction, has been 
the subject of general protest. The fear is 
that the payment of these commissions will 
demoralize the field. 

One interesting outcome of the union’s 
action is the report that Insurance Commis- 
sioner Matthews of Ohio has considered the 
question of taking some adverse measures 
in regard thereto. It is claimed on behalf 
of the union that it does not exercise juris- 
diction over Ohio; but there appears to be 
a conflict of opinion upon this point, for 
certainly the local agents of Ohio regard 
the increased commissions and the separa- 
tion feature as applied to their state, and 
are acting in accordance therewith. The 
only action taken by Commissioner Mat- 
thews thus far is to address letters to union 
companies concerning the plan of graded 
commissions. It seems, however, that he 
has not definitely stated that he has any 
idea of interfering or that he considers this 
action in conflict with the laws of Ohio. 
Probably the reports of adverse action re- 
sult from the fact that some non-union 
companies have threatened to secure state 
interference and prosecution under anti- 
compact or anti-trust laws. 


During the past month local agents have 
attempted to make Indianapolis an ‘‘ Ex- 
cepted city ’’’ without success. 


aa 


As a whole, the situation in the territory 
of the Western Union may be said to beina 
much less disturbed 
state than many 
have predicted, but 
this cannot be taken as an evidence that 
the union's action will result in peace 
rather than war. The situation has by 
no means had an opportunity for full 
development. It will be several months 
before the efficacy of the graded commis- 
sion plan adopted by the Western Union 
has been thoroughly tested. Those who 
expect an early remedy for existing con- 
ditions are doomed to disappointment. 
Graded commissions, coupled with separa- 
tion, is purely an experiment. Nothing 
can be foretold regarding the final results. 
This fact was recognized by the Eastern 
Union, which, at its meeting in New York, 
October 26, voted to indefinitely postpone 
the consideration of graded commissions. 
Not only does the success of this scheme 
remain to be demonstrated in the West, 
but the conditions in the East, as in the 
South, are somewhat different. Union 
membership in the East is by no means as 
large and strong as in the West. The 
chances of a rate war in this section as a 
result of an attempt to enforce graded com- 
missions and separation, are very much 
larger and under the circumstances it is not 
strange that the Eastern Union declined to 
act upon this question. 


* 


Signs of progress in the agency move- 
ment continue. Not only are new organiza- 
tions being promoted 
with reasonable assur- 
ances of success, but 
those already in existence are growing 
stronger. This is not strange in view of 
the momentous problems which face 
fire insurance agents to-day. The opposi- 
tion of company managers daily grows less, 
as the agents show that it is their intention 
to proceed with caution and conservatism 

No one doubts but that the agency move- 
ment will present some very serious prob- 
lems in the future and possibly lead to 
some conflicts between the interests of 


Graded Commissions 
an Experiment. 


Progress of the 
Agency Movement. 
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agents and companies, but the movement, 
as a whole, now appears to be in the hands 
of good men and there is every reason to 
believe that, if properly conducted, it will 
couserve both the interests of the agents 
and the companies without disturbing the 
friendly relations which have existed 
for years. It is a fact that companies 
are today urging their agents to be- 
come members of these associations, 
realizing that in this way only can some 
of the current problems in fire insurance 
be solved. 

State interference and rate disturbances 
are foremost questions. The agents have 
both the power and apparently the disposi- 
tion to face these questions and do what 
they can to prevent adverse legislation, as 
well as to maintain profitable rates. Dur- 
ing the present crisis in the West, where a 
serious rate war is threatened, the agents 
have turned to their associations for assist- 
ance and protection. There isevery reason 
to believe that in the future, between the 
company organizations and agency associa- 
tions, attempts on the part of single 
companies or groups of companies to de- 
moralize general conditions will grow more 
and more ineffective. 


¥ 


The local agents appear to recognize 
very clearly where their best interests lie 


Pessidect Weed- in the matter of rate 


, . wars and adverse leg- 
worth's Manifesto. islation. The follow- 


ing public statement just issued by Presi- 
dent Woodworth of the National Association 
probably represents the sentiments of a 
very large body of agents in this country: 

‘Our livelihood as individuals, and the 
local agency business as a whole, never 
have been in greater peril from adverse 
legislation and rate wars than they are 
today. Either of these forces is able to 
destroy our business and to make possible 
an ‘Insurance Trust’ which will have no 
use for local agents and will be out of the 
reach of legislatures. If we would prevent 
this dire consummation we must harmon- 
ize and organize; securing and retaining 
the confidence of the people, the support 
of the press, the ear of legislatures and the 
respect of the companies. 

‘‘Neither adverse legislation nor rate 
wars benefit property-owners or anyone 
engaged in the fire insurance business. 


Insurance Economics. 


Any company or agent may incite a rate 
war, but no agent or company is great 
enough to reap any permanent advantage 
from it. Each rate war destroys the busi- 
ness of the locality for years and menaces 
the whole agency system. No possible in- 
crease in present income is sufficient to 
warrant action on the part of a local agent 
that will offer an excuse for inaugurating a 
rate war. A small spark may fire the train 
that will destroy our business. 


‘‘We cannot be too careful in avoiding 
action that will irritate, antagonize or de- 
moralize, and we cannot be too active in 
strengthening the associations of local 
agents. Nothing will so conserve the 
equitable interests of the people and the 
companies as such organizations. This 
fact is proclaimed by the insurance press 
and understood by the managers; and that 
agent is blind to his own interest and that 
of his companies who does not vigorously 
support by word and action agents’ organ- 
izations.”’ 


¥ 


Since the last issue of this magazine, the 
Maine association has held its first meeting 
since organization in May. 
This meeting was well at- 
tended, and furnished suf- 
ficient evidence that the movement in that 
state is on a pretty firm foundation. The 
association voted unanimously against dual 
and multiple agencies, and a discussion of 
the question of rate equalization showed 
that the sentiment of agents from all parts 
of the state was distinctly in favor of this 
proposition. Since the meeting, an im- 
portant conference has been held between 
the executive committee of the Maine asso- 
ciation and the Maine committee of the 
New England Insurance Exchange. This 
conference was held at Portland, October 
25, and was attended by thirteen out of 
seventeen of the members of the exchange 
committee. Secretary Goddard of the ex- 
change, together with two of its inspectors, 
was also present. He made a very concise 
outline of the situation, and shed much 
light upon the problem. 

There is no doubt but that, as an out- 
come of this conference, something practi- 
cal will be done to meet the wishes of the 
Maine agents. In fact, now that the situa- 
tion is more thoroughly understood as a 
result of the discussion, it is probable that 


Rate Equaliza- 


tion in Maine. 
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the action which the exchange will take 
will entirely remedy present difficulties. 

There has been some discussion among 
Maine agents in regard to the question of 
compensation upon a profit-sharing basis. 
The subject was broached at the recent Ban- 
gor meeting by Mr. F. C. Lynam of Bar 
Harbor. The reception given his sugges- 
tion indicated that it was approved by 
many of the agents. , 

The Connecticut association, which was 
temporarily organized in July last, will 
meet again in Hartford November 16 for 
complete organization. The executive 
committee has prepared a constitution and 
by-laws, constructed mainly on the lines 
suggested by the national association. 


¥ 


In Tennessee a new association has just 
been organized. One of its first acts was 


Bie Get feed the adoption of a reso- 


lution requesting the 
Compensation. ; : 
companies to increase 


the rates of commission from fifteen per 
cent flat to fifteen, twenty and twenty-five 
per cent graded, according to the class of 
hazard. This action is natural, in view of 
the recent action taken by the Western 
Union, and can, therefore, hardly be re- 
garded as radical; but, under any circum- 
stances, it would not be strange if the 
agency associations attempted to secure 
larger compensation. This undoubtedly is 
one of the problems of the future which 
must be faced and adjusted. The com- 
panies on one hand will have to consider 
whether they are prepared to meet this 
demand and the agents on the other hand 
will have to determine whether it is for 
their best interests to increase the rate of 
compensation. This topic furnishesa large 
field for discussion, and is one which we 
shall take up in subsequent issues. In the 
mean time, the commission question is not 
likely to become an important issue for the 
present in face of the rate and legislative 
problems. 


¥ 


The announcement that at its last meet- 
ing the Western Union adopted a rule re- 
quiring its members 
to sign no pledge or 
agreement with any 
national, state or local association of agents, 
involving any matter of special or general 
policy, — has resulted in some agitation in 


Act on Pledges to 
Agency Associations. 


agency circles. Comment upon this new 
rule indicates that it is felt in some quarters 
to be a blow at the agency movement; but 
we believe, when the matter is carefully 
considered, an opinion to the contrary will 
prevail. The statement that the Home 
Fire is responsible for this new rule is, we 
are informed upon the very best authority, 
incorrect. It is true that the Home was 
one of a few companies which, on general 
principles, declined to sign the recent 
agreement issued by the national agency 
association in regard to overhead writing ; 
but there are many other companies which 
feel that they were taken somewhat at a 
disadvantage in this matter, because, while 
the agents had behind them the full 
strength and force of the national associa- 
tion, the companies were approached in 
each case in their individual capacity. The 
companies evidently feel that in the future 
these questions should be the subject of re- 
adjustment between_the associations repre- 
senting the agents and those representing 
the companies. In fact, this intent is 
shown in the wording of the Western 
Union’s new rule, which says ‘‘The union 
is the proper organization through which 
should be effected modifications or reforms 
pertaining to the general conduct of the 
business.”’ 

It has been pointed out in this magazine 
that differences between the agents and the 
companies will be most equitably adjusted 
where the balance of power is about equal, 
and this condition will obtain only where 
both the agents and the companies are 
represented by their combined strength. 
This fact has already been recognized by 
the National Association of Local Fire In- 
surance Agents. At its recent convention 
it was decided to appoint a special com- 
mittee to confer with similar committees 
appointed by the different company organ- 
izations, In the action taken upon the 
multiple agency question also, the princi- 
ple of conference with the companies before 
taking definite action was recognized. Such 
a conference will naturally take place, not 
between individual agents and individual 
companies, or between the agency associa- 
tion on the one hand and individual com- 
panies on the other, but between repre- 
sentatives of the agency association and 
the company association. This method of 
adjusting differences is the only proper 
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one; and the action of the Western Union 
will, we feel assured, be accepted by all 
reasonable men as a step in the right 
direction. 

It must, of course, be recognized that, in 
view of the position taken by the Western 
Union, it would, in like manner, be per- 
fectly proper for the agency association to 
rule that questions of general policy shall 
be adjusted with the association, and not 
with individual agents. A desire to main- 
tain the balance of power will probably 
lead to agitation in this direction. 


vw 


The Eastern Union of fire underwriters 
has voted that asa matter of protection to 
Not to Write local agents, companies 
Trast Schedules. should not write sched- 
ules covering trust prop- 
erty located in more than one city or 
county. As we have several times stated 
in this magazine, one of the most important 
problems affecting fire insurance is that of 
industrial combination. It affects the in- 
terests of both companies and agents. It 
is, therefore, of prime importance to under- 
stand the elements of the problem and con- 
sider the best methods for meeting the 
situation. We present in this number a 
very thorough discussion of this question 
by three field men, representing different 
sections of the country. Mr. Otto E. 
Greely of Minneapolis is a gentleman who 
has gained a wide reputation both in the 
East and the West for his thoughtful con- 
sideration of all questions affecting the 
business of fire insurance. Mr. George W. 
Hayes of New York has more recently 
entered the arena, but has already gained 
distinction among his associates. Mr. C. 
H. Wilkins enjoys an excellent reputation 
in the New England field, occupies the im- 
portant position of chairman of the execu- 
tive committee of the New England Insur- 
ance Exchange, and is also a member of 
the committee appointed by that body to 
consider the trust problem. 

The views presented by these gentlemen 
are extremely interesting. They all recog- 
nize the gravity of the question, but like- 
wise are agreed that caution and conserva- 
tism are necessary in order to meet the 
situation. They concur inthe opinion that 
it will not do to act hastily. They recog- 
nize that the industrial trust, like every- 
thing else, has its good and its bad side. 


The tendency toward combination they do 
not consider to be necessarily reprehensible 
ordangerous. If legislation is to be sought 
they consider that it should be in the line 
of protection against abuses and not for the 
purpose of prohibiting the wse of consolida- 
tion. 

In this opinion they will have the sup- 
port of the most thoughtful men in the 
business of insurance, as well as in other 
lines of business and in other professions. 
The tendency towards consolidation is in 
accordance with natural, economic laws. 
In the readjustment which is sure to follow, 
many interests must suffer, but great care 
should be exercised that in attempts to 
prevent injury, greater injuries are not in- 
curred. Those who believe in the right to 
combine and co-operate in fire insurance, 
must concede this same right to those en- 
gaged in other lines of business; but unna- 
tural and artificial monopoly under any 
conditions is to be deprecated, and, if pos- 
sible, prevented. 
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One of the most interesting of the events 
of the past month was the purchase of the 
Insurance Herald, of Lou- 
isville, Ky., by its for- 
mer business manager, 
Mr. Louis N. Geldert; and the retirement 
of Mr. Young E. Allison, to begin the pub- 
lication of a new weekly insurance paper 
in Louisville, to be called The Insurance 
Field. Both of these gentlemen have dis- 
tinguished themselves in the field of in- 
surance journalism —the former as a busi- 
ness manager, the latter as an editor. Mr. 
Geldert began his career in the office of The 
Standard of Boston. He afterwards removed 
to Chicago, and subsequently became busi- 
ness manager of the Jnsurance Herald, ac- 
quiring, as part of his contract then made, 
a minority interestin the plant. When this 
interest was earned, he retired from the serv- 
ice of the Herald and engaged in life in- 
surance. He recently made a buy-or-sell 
offer to the majority stockholders, and as 
a result secured control of the Herald, the 
majority preferring to sell rather than to 
buy at the price named. 

This deal involved merely a sale of stock 
without any stipulations concerning the 
plans or purposes of those who formerly 
held the controlling interest. As soon as 
the control of the Herald was transferred, 


An Important 
Newspaper Event. 
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Mr. Allison, and his associates, Mr. August 
Straus and Cyrus K. Drew, Jr., backed by 
their prestige and abundant capital, com- 
pleted arrangements for the publication of 
The Insurance Field, the first number of 
which issued November 9. This 
arrangement has in no wise interfered with 
the cordial relations existing between the 
publishers, owners and editors of The In- 
surance Herald and The Insurance Field, 
notwithstanding the active competition 
which will very naturally result. Mr. G. 
L. McKean, for many years identified with 
insurance journalism in the West, has suc- 
ceeded Mr. Allison as editor of the Herald. 
The Jnsurance Field starts under the most 
favorable auspices. Its permanent success 
was assured before the publication of the 
first issue. Mr. Allison is a man of the 
highest type, —of strict integrity and pro- 
nounced ability. During twelve years of 
service as an insurance editor he has earned 
an enviable reputation in all parts of the 
country, not only as a wit, but asa close 
and conscientious student of insurance 
problems. It is not necessary to agree 
with Mr. Allison to recognize his sincerity 
and his talent. He is a recognized force in 
insurance journalism, and his future suc- 
cess, judged by the best standards, is fully 
assured. Mr. Allison has done more than 
anyone else to advance the dignity of inde- 
pendence in insurance journalism. 


¥ 


The legal complications in Missouri are 
gradually being adjusted. The second 
S batch of prosecutions insti- 

tate : : 

tuted for violations of the 
Interference. : 

anti-trust law have been 
compromised in the-case of most of the 
companies interested. Instead of enforcing 
a writ of ouster the courts have decided to 
allow the companies to continue upon the 
payment of a fine within twenty days. All 
the companies have paid, or will pay the 
fine, with the exception of some six or seven. 
The total fines collected by the state of 
Missouri as a result of both prosecutions 
will aggregate more than $100,000. 


was 


In Indiana the proceedings instituted 
against fire insurance companies for com- 
bining to maintain rates at Portland have 
been argued before the courts and a decision 
is now pending. 


Interest in the Georgia anti-compact law 


has been revived by a circular sent to the 
agents of the Hamburg-Bremen in that 
state, forbidding them on behalf of that 
company, to combine or organize with any 
other agent or company to evade the anti- 
compact laws. The Georgia anti-compact 
law has been considered a dead letter and 
the action of the Hamburg-Bremen will, 
The 
management of this company has always 
strongly opposed any attempt to evade 
anti-compact laws and its action in this 
case is probably due to the fact that its 
position in Georgia has not heretofore been 


therefore, create widespread interest. 


in accord with these principles. In regard 
to rates, the company states that these mat- 
ters are “Left to the good judgment and 
experience of the agent.”’ 


¥ 


An important decision has just been ren- 
dered by the supreme court of Iowa in 
regard to the discrimi- 
ing Tox Upheld. oe tax law enacted 

y that state several 
years ago. This measure was put through 
the legislature in the interests of certain 
American companies which desired to im- 
pose a differential tax upon foreign fire in- 
surance companies, on the ground that they 
could not compete with those companies 
unless they were afforded this protection. 
They contended that this protection was as 
necessary for American companies as the 
protection of the tariff for American manu- 
facturers, although, as recognized by those 
thoroughly conversant with the situation, 
the circumstances are entirely different. 
However, the state of Iowa was induced to 
accept the argument in good faith, and 
passed a law taxing foreign companies 
three and one-half per cent, and American 
companies of other states two and one-half 
per cent. 


The Discriminat- 


The foreign companies contested the case 
in the courts on the ground that the state 
constitution prohibited discrimation in the 
taxing of the property of corporations the 
same as in the case of individuals. The su- 
preme court now decides against the foreign 
companies upon the well-known principle, 
now quite generally accepted, that the state 
has a right to tax outside corporations for 
any sum it sees fit, or to impose any condi- 
tions before a license is issued. 
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The representatives of fire insurance 
companies in the East having control over 
No More Rate rates have, we under- 
Ca hectiuns, stand, been instructed to 

make no further reduc- 
tions except for improvements in hazard. 
The commission question which, for some 
time past, has been the cause of consider- 
able turmoil, has, for the present at least, 
been thrust dside. In view of the fact that 
losses and commissions have increased dur- 
ing the past two years while rates have 
been reduced, it is believed that no action 
should be taken to further demoralize rates. 
The experience of the past two years will, 
it is expected, show a serious loss upon un- 
derwriting account, and with no signs of 
an immediate improvement, it is deemed 
expedient that present rates should be sus- 
tained if possible. This together with the 
fact that graded commissions and separa- 
tiyn in Western Union territory is still 
something of an experiment, was the main 
factor which led the Eastern Union to defer 


action upon graded commissions. 









The readmission of the New York Life 
Insurance Company to Prussia has again 
raised a question 
concerning the ad- 
mission of Prussian 
fire insurance companies to New York 
State. The special law enacted by the New 
York Legislature, under which the licenses 
of Prussian fire insurance companies were 
revoked, stipulated that this retaliation 
should be enforced so long as the Prussian 
government declined to accept the certifi- 
cate of solvency issued by the New York 
insurance department concerning the New 
York life companies. The Mutual Life 
and the Equitable are still debarred from 
Prussia because they are unwilling to com- 
ply with all the exactions of its govern- 
ment. Notwithstanding this fact, it is un- 
derstood that the Prussian fire insurance 
companies are preparing to re-apply for 
admission to New York State, and that 
pressure has been brought to bear upon 
the department by a petition signed by 
prominent merchants and financiers. The 
insurance department has declined to state 
thus far what position it will take in the 
matter. 


Prussian Fire 
Insurance Companies. 





LETTERS TO THE EDITOR. 


_ NOTE. Readers of ‘‘Insurance Economics” are invited to take issue with this magazine concern- 
ing any of the questions discussed. What it seeks is light. It recognizes that knowledge comes 


only through a difference of opinion. 


SAN FRANCISCO, CAL., Oct. 1899. 


I have read the article in number five, 
contributed by Mr. W. H. Dyer, with refer- 
ence to the “‘ Efficacy of Renewal Commis- 
sions’? on subsequent renewal premiums 
with much interest. 

While it it a strong and vigorous expres- 
sion of his views, and a subject that I have 
given much thought and consideration in 
our agency work for The Manhattan Life 
for nearly thirty-six years, I have come to 
the conclusion that commissions should be 
entirely abolished, and agents paid salaries 
to the amount of ‘‘new business’’ pro- 
duced, with a ‘“‘Guaranteed Annuity ”’ at 
the end of a certain number of years of the 
agents’ continuous service, commensurate 
to the value of his business, instead of re- 
newal commissions. 

Why should not companies sell life in- 


surance as the merchant sells his goods by 
salaried agents, and travelling expenses? 

I have not a question of doubt but that 
this would be a good change. When a 
commercial traveller fills the requirements 
of his firm he invariably receives a salary 
commensurate with his ability to make 
sales. This plan in my judgment, is the 
only one to stop rebating, and the time is 
not far distant when our life insurance 
companies will adopt a plan similar to the 
one suggested. The first company that 
does it, will not only secure the best 
agents, but they will have better results 
from the risks obtained on the salary basis. 
“The life insurance agent will then be 
well-fed, well-clothed, free from worry, 
and will have a credit with his grocer or 
tailor, and will not cross the street to dodge 
a creditor.” 


JOHN LANDERS. 






